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A comprehensive initial report on a continuing sur- 
vey, sponsored by Newsweek, that the Board has 
undertaken to enable those interested to keep a 
closer watch on the dynamic aspects of consumer 
spending. The report presents purpose background, 
survey methods, problems still to be solved, some 
early results......cceeee eeeeeeees- page 449 


The Car Market and Recovery 


Ponderable market factors are numerous, but 
several imponderables loom larger than usual. Their 
importance is weighed, along with that of the most 
significant factor of them all: the over-all influence 
of general business on the automobile market 
Activity in Housing page 408 
This phase of the building industry has been re- 
acting quite like it did in the two previous postwar 
recessions by moving up ahead of general business 
activity. With the head start, is it likely to begin to 
tire before business in general hits its big stride? 
A text-and-chart feature.............page 473 


1958 Crops Pour into CCC 


Government purchases for nondefense goods and 
services rose $600 million from the second quarter 
to the third quarter and are likely to continue to 
increase in the coming quarters. A good part of this 
increase was a result of CCC purchases of farm 
commodities. This article is a concise presentation of 
government support on the agricultural front. 
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Investment in automation equipment makes it pos- 
sible to economize in capital outlays in many other 


areas ... What is the immediate prospect for an 
increase or a decrease in the ratio of capita! ex- 
penditures to industrial production?.....page 482 


The Gold Story 


In most postwar years the flow of gold has been into 
the country rather than out. Based on half-year 
figures, there will be an outfiow of gold and dollars 
of $2.8 billionin 1958. How serious is this situation and 
what are its implications? . . . A clearly expressed 
view of the factors and processes involved is given 
in a four-page special text-and-chart feature be- 
ginning on......-.2..0-2e2+2++0-+--page 485 


Steel Production and Consumption Gain 


Fabricators of steel were stil! cutting their inventories 
in the third quarter but there are some signs that 
the rate of liquidation was slowing. Steel mills in 
that quarter turned out their highest tonnage of the 
YVOOrs -aawiess sv senate waste ew se POGOe, 


Discretionary Income Up Sharply 
in the Third Quarter 


A quarterly report on this special Conference Board 
SCFGSs.2.0's 61s,0 niale: projet S cle Sinl ee pine seIPOGe aT I 
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A Cautious Trend Toward Leasing 


Many of the 221 cooperating companies report in- 
creased use of rented items, especially warehouse 
and plant facilities, automobiles, and trucks. While 
indicating that leasing is primarily employed as a 
means of stretching working capital, this monthly 
survey of business practices reveals the particular 
industrial and financial conditions that act either as 
deterrents or incentives to ieasing policies 
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Consumer Buying Plans: A New Survey 


totaled more than $290 billion, or two thirds of the 

gross national product. Considering the sheer mag- 
nitude of this market, analysis of consumer outlays has 
been relatively neglected. While the dynamic role of 
consumer spending for durable goods has been recog- 
nized in recent years as being perhaps as important as 
capital goods spending, insufficient attention is still 
being paid to the changing trend of such outlays. Spend- 
ing for nondurable goods, such as clothing, also fluctu- 
ates considerably. Finally, consumer outlays for services 
expanded rapidly in the first postwar decade and still 
show no signs of deceleration. 

Consumer spending for soft goods and services has 
been a primary force in the business recovery since 
April, as well as a predominant factor in the strength of 
end-product demand throughout the 1957-1958 reces- 
sion. The share of total national output taken off the 
market place by consumers has risen from about 63% in 
the early 1950’s to over 66% today. The American 
economy is now on the verge of a $300-billion consumer 
market as compared with $200 billion when we entered 
this decade. The amounts spent for satisfying individual 
wants and needs have doubled since the end of World 
War II and are well over four times what they were 
twenty years ago. 

Behind this explosion in consumption is the unprec- 
edented growth of personal income and the accompany- 
ing increase in the use of credit by consumers. Personal 
income was never higher than it is right now, and is 
still rising. In September, average weekly earnings in 
manufacturing were over $85, a new high. Also, con- 
sumers paid off far more debt during the recession than 
they incurred and thus have greater capacity to buy for 
cash or credit than ever before. 

While consumers continue to increase their total 
spending, they also alter the character of their outlays. 
This consumer rebudgeting has resulted in disappoint- 
ing business sales and profits for some major consumer 


lines. 
This is still going on. It reflects the 
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scarcity environment, the easy sellers’ market of the 
first postwar decade, to the well-stocked, toughly com- 
petitive buyers’ market of the second postwar decade. 
Outlays for consumer durables are fully $5 billion lower 
than they were three years ago, yet individuals have 
raised their total outlays for consumption by over $30 
billion. The share of the consumption dollar devoted to 
durables has fallen from 15.4% in 1955 to 12.5%—as low 
a share as in any postwar year. Virtually all this 
shrinkage is in the market for cars. Outlays for furniture 
and household equipment have been relatively far 
better maintained. 


Postponement 


The possibility of postponement characterizes spend- 
ing for durables, for nondurables such as clothing, and 
for services such as vacations. The purchase of a new car 
can be delayed for a while if the old one is performing 
satisfactorily; the new suit or dress can be bought next 
season if the present wardrobe is deemed adequate; and 
the vacation can be taken at home puttering in the 
garden. It is the discretionary aspect of such spending 
that assumes importance for the manufacturer, the 
retailer, the resort owner, and in fact for much of the 
economy. 

Tan CONFERENCE Boarp, with the financial spon- 
sorship of Newsweek magazine, has therefore decided to 
investigate the dynamic aspects of the consumer market 
in terms of buying plans, utilizing interviews con- 
ducted by Sindlinger and Company. This continuing 
survey will be a companion series to the established 
survey of capital appropriations in manufacturing, also 
carried out under Newsweek’s sponsorship. 


Types of Survey Possible 


In appraising the outlook for consumer spending, 
three methods are generally available: (1) the quantita- 
tive; (2) buying plans; and (8) the techniques of 
consumer psychology. 

The quantitative method is based upon historical, 
statistical relationships. For example, automobile sales 
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can be correlated with real income and the change in 
real income, all expressed in household units.1 For pur- 
poses of forecasting, this relationship requires an esti- 
mate of real disposable income for the future time period 
as well as the number of households. While household 
estimates can be made with reasonable accuracy for the 
near future, forecasts of disposable income are less 
reliable. Also, it may not be feasible to provide the 
relationships for periods of less than one year, and in 
such instances the forecasts themselves have to be 
expressed in terms of the year as a whole. 

Many such quantitative relationships have been cal- 
culated for various sectors of consumer spending. More 
of this research is being undertaken, particularly that 
utilizing the cross classification of consumer spending 
units by income and other economic and social charac- 
teristics. There is, however, a need for making current 
operating decisions that are dependent, particularly for 
the short run, upon consumer behavior. Thus the statis- 
tical approach can be supplemented or even replaced by 
the second technique of forecasting consumer behavior; 
namely, surveys of consumer buying plans. 


Buying Plans of Consumers 


The experience gained from the Board’s appropria- 
tions survey, as well as from others, suggests that busi- 
ness does plan for plant and capital equipment outlays 
and that it generally carries out the plans that it makes. 

For business, the planning process is formal and based 
upon written evidence. For consumers, the planning 
process is informal but is nevertheless real. The results 
of family discussions centering on the purchase of a new 
automobile or the proposed trip to Yellowstone Na- 
tional Park represent significant business data, just as 
do appropriation reports. To the extent that consumer 
buying plans are carried out, collecting them and meas- 
uring changes in them will aid the appraiser of the out- 


1See The Business Record, January, 1956, page 8 


look for important and volatile sectors of consumer 
spending. Past experience with consumer buying plans 
indicates that they make a contribution. 


Consumer Psychology 


The third technique for forecasting consumer spend- 
ing is to measure directly the change in consumer 
psychology. Consumers can, for instance, be queried 
concerning their own financial outlook, their attitude 
to the business cycle, their worries, their opinion of the 
impact of past price behavior and their view of future 
price movements. 

Professional opinion is divided cn the validity of this 
third technique. Proponents say that such measure- 
ments of consumer psychology provide an indispensable 
tool for analyzing consumer behavior. This is disputed 
by opponents of the psychological approach, who say 
that nothing new is added to the insights admittedly 
provided by the data on buying plans. The present 
survey does not take a firm position on either side of this 
continuing controversy. 


Other Consumer Surveys 


For more than a decade, the University of Michigan 
Survey Research Center, under the direction of Dr. 
George Katona, has been conducting an annual survey 
of consumer finances for the Federal Reserve Board. 
These annual surveys have featured consumer buying 
plans as well as other aspects of consumer spending, 
saving, credit, assets, and liabilities. Personal inter- 
views among a nationwide random probability sample of 
approximately 3,000 spending units provide the basis of 
the analysis. 

In addition, the Survey Research Center has also 
conducted so-called interim surveys about twice a year, 
focusing on the psychological approach. These are based 
upon a smaller sampling of 1,300 to 2,000 consumer 
units. Both the annual and the interim surveys have 
received wide attention and have become recognized as 
a major contribution toward a better understanding of 
consumer behavior. 

These consumer surveys by the Survey Research 
Center were preceded by the efforts of Rensis Likert and 
George Katona in their earlier connection with the 
division of program surveys in the United States De- 
partment of Agriculture. Here they analyzed for the 
Department of the Treasury the public’s bond holdings 
during World War II, motivations for these holdings, 
and intentions concerning the holdings. Thus the work 
of Likert and Katona represents a pioneering effort 
which goes back at least fifteen years. They continued 
throughout this period to make significant contributions 
to the survey approach to consumer behavior. Clearly, 
without their path-breaking efforts, this present buying 
plans survey would not have been possible. 

The Crowell-Collier automobile survey, now con- 
ducted by Look magazine, has for some years queried a 
nationwide probability sample concerning car-buying 
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intentions. These intentions, however, play only a very 
small part in a series of questions which center on 
various aspects of the automobile market. 

Finally, the National Bureau of Economic Research 
has been conducting a mail survey among the subscrib- 
ers to a consumer magazine seeking information ‘‘on the 
attitudes and expectations of consumers and on how 
these feelings influence buying plans and purchases.” 
The previous mail surveys among these subscribers, 
admittedly not a representative sample of the entire 
population, nevertheless have enjoyed a fairly successful 
foreshadowing record. Investigations are still going on 
to ascertain the particular characteristics of these upper- 
income subscribers who, by virtue of this readership, 
express interest in consumer durables. 


Federal Reserve Committee 


In conducting the survey of consumer buying plans, 
Tue CONFERENCE Boarp has been guided by the study 
of Consumer Survey Statistics made under the auspices of 
the Federal Reserve Board.' The consultant group pre- 
paring that report recommended that additional funds, 
both federal and private, “can usefully be spent on 
consumer surveys.” Furthermore, the expert committee 
concluded that “buying plans properly interpreted ap- 
pear to have predictive value.” 

Against the background of the experience of the 
Survey Research Center and the review by the Federal 
Reserve consultant committee, as well as the growing 
literature appraising the results of consumer survey 
material, Tae CONFERENCE Boarp decided to focus the 
present survey on consumer buying plans. While inci- 
dental reference will be made to psychological aspects of 
consumer behavior, this field will be left to others to 
explore intensively. In this regard, the leadership of the 
Survey Research Center is recognized. 


Repetitive and Short-Term 


The rationale of the present consumer survey rests on 
the frequency of interviewing and the short-run dura- 
tion of the requested consumer buying plans (the period 
of the ‘‘next six months” has been selected as the target, 
with one exception to be noted). These two factors 
distinguish this survey from others in the field. 

The experience of other consumer surveys strongly 
suggests that these two attributes will sharpen the 
present survey approach and make it even more useful 
for short-run forecasting by business, government and 
other interested groups. The Federal Reserve consultant 
committee has already recommended “more frequent 
and inclusive interim surveys.” By conducting the 
survey of consumer buying plans on a continuing basis, 
Tur CoNnFERENCE Boarp hopes to provide throughout 
the year a foreshadowing tool that bears on the short- 


1 Consumer Survey Statistics, report of consultant committee on 
consumer survey statistics organized by the Board of Governors of the 
Federal Reserve System at the request of the subcommittee on 
economic statistics of the Joint Committee on the Economic Report, 
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run outlook for important sectors of consumer spending. 

The nature of consumer buying plans must be clearly 
understood before the survey data are used in making 
business decisions. Not all buying plans are carried out. 
Furthermore, some purchases are made without buying 
plans—the so-called impulse buying—or when the ac- 
tual replacement need arises. It is precisely for these 
reasons that the frequency of interviewing has been 
increased and the time dimension of the buying plan has 
been reduced. 


The Focus on Change 


The size of the total consumer market cannot ordi- 
narily be ascertained by simply adding up the buying 
plans. What can be gained, however, is an appreciation 
of the direction and magnitude of prospective changes 
in consumer spending. Changes in buying plans over 
time can serve as a guide and should be emphasized as 
the main contribution of the survey, rather than the 
determination of the absolute size of the market. How- 
ever, the buying plans of a considerable part of the 
market must necessarily be included if they are to 
serve as foreshadowing indicators. 

Buying plans can also have varying degrees of cer- 
tainty. One consumer unit may be quite positive about 
buying a dish washer within the next six months, while 
another household may be uncertain about buying a 
refrigerator—“‘it depends.” Accordingly, most buying 
plans will be reported in two dimensions—“‘definite” 
and “maybe.” The additional dimension thereby pro- 
vided will add realism to the survey of buying plans; 
new data focusing on this problem are presented below. 


The Sample and the Telephone 


The personal interviewing for the buying plans survey 
is carried out by Sindlinger and Company, an organiza- 
tion that has pioneered and specialized in telephone 
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Per cent of households reporting improved financial status less per cent of households 
reporting their financial status worse off 


Source: The Conference Board 


Feb.-Mar., 1958 Apr.-May, 1958 July-Aug., 1958 


Per cent of household heads reporting that "now" is a good time to buy minus per cent of 
household heads reporting that “now” is a bad time to buy 


Source: The Conference Board 


interviewing. For this survey, the Sindlinger organiza- 
tion completed over 28,000 interviews from February 
through August, 1958, in 187 sampling areas located in 
all parts of the country. Almost 9,500 of these inter- 
views were completed in July and August. For technical 
reasons, no interviews were conducted in June and a 
lesser number in May. February, March, and April 
averaged over 5,000 interviews a month.* On the 
average, interviews last about twenty minutes. 

The sample design is based upon accepted modern 
probability practice,! with the universe consisting of all 
the residential telephones in the country. While the 
sample design is elaborated in an appendix to this 
report,* a brief outline of the problems inherent in tele- 
phone interviewing will provide a better perspective in 
which to appraise the limitations of the survey, as well 
as its positive aspects. 


The Practically Ubiquitous Telephone 


As soon as telephone interviewing is mentioned, the 
typical response of those old enough to remember is: 
“What about the Lnterary Digest poll?’ It will be re- 
called that the ill-fated Literary Digest poll of the 1936 
Presidential election was based upon a mail survey 
taken from telephone listings. At the beginning of 1936, 
31% of the households in the United States had tele- 
phones. As of January 1, 1957, 76% of the households in 
the country had telephones, an increase of forty-five 
percentage points in coverage over the previous two 
decades. As of the beginning of 1958, the proportion had 
increased to 78%.” A mail survey with partial response 


*See technical appendix, to be published in The Business Record, 
for December, 1958 


1 Dr. J. Stevens Stock, one of the country’s outstanding sampling 
statisticians, has reviewed the sampling procedures for Taz ConrErR- 
ENCE Boarp and found them to be in accordance with accepted 
practice (discussion of which will appear in next month’s Business 
Record). Dr. Stock was in charge of the Bureau of Labor Statistics’ 
1950 consumer expenditures survey, the largest and most compre- 
hensive of its kind ever conducted in the United States 


from less than one third of the country is one thing, a 
probability survey based upen more than three fourths 
of the nation’s households is another. 


Advantages and Disadvantages 


Telephone interviewing has the obvious advantage of 
being cost saving. Given budgetary limitations, many 
more interviews can be obtained for the same money 
than can be secured from face-to-face interviews. Call- 
backs can be accomplished at practically no additional 
cost. The response rate is high*; most people like to talk 
on the telephone. Households can be interviewed by 
telephone when ordinary physical entry is very difficult. 
As a corollary, interviews by telephone can be accom- 
plished under conditions that would make a personal 
interview impossible. The personal element introduced 
by face-to-face encounter is eliminated.* 

The disadvantages of telephone interviewing include 
the obvious fact that not all families have telephones. 
Telephone interviewing must necessarily be of shorter 
duration than personal inquiry. Furthermore, a tele- 
phone response cannot be matched with the physical 
surroundings of the dwelling units. 

At the heart of the matter lies the validity of the 
response obtained in a telephone inquiry to questions 
concerning consumer buying plans. Clearly, telephone 
interviewing has been employed for a wide variety of 
purposes. The Bureau of the Census of the United 
States Department of Commerce makes considerable 
use of this technique.‘ Evidentiy some 25% of the 
Census Bureau’s monthly Current Population Survey is 
conducted over the telephone. Numerous organizations, 
commercial and academic, have turned to telephone 
interviewing.® 


The Sampling Frame 


The telephone books of the nation provide an excel- 
lent sampling frame. As will be further explained in a 
technical appendix,* names are picked at random from 


? Unpublished estimates prepared by the American Telephone and 
Telegraph Company. As of December 31, 1955, 79% of households in 
255 large exchange areas had telephones. (See Federal Communica- 
tions Commission, Statistics of The Communications Industry, 1955, 
pp. 12-15.) As of January 1, 1957, 80.7% of households in 261 large 
exchange areas had telephones. (American Telephone and Telegraph 
Company) 


3 For a fuller discussion of telephone interviewing, see Glen H. 
Mitchell, “Telephone Interviewing,” Ohio Agricultural Experimental 
Station, Wooster, Ohio, November, 1957; “Telephone Interviewing” 
Journal of Farm Economics, August, 1958, pp. 743-747 


‘ “Telephone interviews have been used extensively by the Bureau 
of the Census for both full interviews and for call-backs. In the 
Current Population Survey, the first interview is made in person, at 
which time arrangements for future telephone interviews are made. 
. . » The telephone interview for call-backs has been found to save 
enumeration and travel time for a given work load without any 
apparent reduction in quality of response. . . . In any survey or 
census, generally more time is consumed in getting the enumerator to 
the respondent than in interviewing. This is particularly true for call- 
backs.” See “Intercensal Housing Surveys,” U. S. Department of 
Commerce, Bureau of the Census, 1957, p. 61 


* For example, see Printer’s Ink, May 30, 1958, pp. 39-40 


BUSINESS RECORD 


these documents. The interviewer asks to speak to the 
male or female household head. Thus the projected 


population base for the survey is the population of 


household heads eighteen years of age and older includ- 
ing both the husband and wife of married couples and 
the households in which they live. In August, 1958, 53% 
of the respondents were male and 47% were female. 


A Continuous Process 


The interviewing for the present consumer buying 
plans survey is conducted continuously. Each week, in 
effect, a national random sample is interviewed and 
weekly reports are prepared. Four or five of these weekly 
reports are cumulated to yield a monthly report. For the 
time being, the data will be presented in terms of 
averages using two or three months combined. With 
greater experience and understanding of seasonal and 
sampling fluctuations, it is hoped that the data can be 
reported on a monthly basis. At a still later date, moving 
averages of the weekly figures, particularly for buying 
plans, may also be presented. 


What Is Asked 


Three types of questions are asked in each interview. 
First is ascertained the household reporter’s opinion of 
general business conditions in the local community, the 
state of current employment opportunities, and the out- 
look for employment over the next six months. The cur- 
rent household financial and income status compared 
with that six months ago and with expectations for the 
next six months are then obtained. 

Next are ascertained plans for the purchase of automo- 
biles, homes, anda comprehensive list of appliances as well 
as furniture and floor coverings. Ownership and date of 
last purchase are obtained. In the case of automobiles 
and homes, whether this is a good or bad time to buy is 
also determined. In addition, buying plans for clothing 
and apparel such as a coat, suit or dress, are included, as 
well as plans to take a vacation within the neat year (the 
only exception to the six-months’ rule). For both 
clothing and vacations, the date of last expenditure is 
secured. Thirdly, demographic and economic informa- 
tion is obtained. This questioning seeks facts on age, sex, 
household status, occupation or unemployment status, 
including part-time work, income, and education. 


Interpretation of the Results 


In this initial report, 1958 data are presented for 
February and March combined (the first quarter), 
April and May (the second quarter), July and August 
(the third quarter). With only a short time period, the 
problems of seasonal variations in purchases, buying 
plans, and attitudes are largely unsolved. Only with 
much more information will the pattern of seasonality 
become clearer. 

This study should thus be viewed as merely a progress 
report, since misinterpretation is risked by presenting 
less than one year’s experience with buying plans. 
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Nevertheless, it is hoped that by publicly disclosing the 
nature of the survey, the problems it faces, and results 
that, while somewhat tentative, cover over half of this 
year, those concerned with business analysis can add a 
tool to their foreshadowing kit that they can immedi- 
ately begin to use. 


Index Numbers 


Since the emphasis of the buying plans survey is 
upon change, the actual number of plans will seldom be 
indicated. For consumer attitudes and opinions the re- 
sults will be in the form of percentage distributions, with 
totals relating to all households or to all male and female 
household heads. The survey makes no attempt to 
cover the attitudes of household members other than the 
husband or wife in the case of married couples, and the 
adult male or female head in the case of other 
households. 

For buying plans, however, the household reporter is 
assumed to be aware of the plans of all members of the 
household. Underlying this approach is the presumption 
that buying plans are a function of household discus- 
sions, with the husband and wife participating, neither 
assumed to have a greater influence. This is in contrast 
to a buying plans survey in which only male household 
heads or only female household heads are the subject of 
investigation. In the case of households other than mar- 
ried couples, the male or female then speaks for himself 
or herself, or for other adult members. 


Table 1: Personal Opinion About General Business Conditions 
in Local Community, February-March, April-May, 
July-August, 1958 


In per cent of household heads 


February-March April-May July-August 

All household reporters 
(GOOG cma ttm eae ais 10 18 28 
Normal Sees. eens 9 13 23 
Badia es: eres ae 64 54 37 
ING Opinion), -janac-mcke 10 11 ll 
Not determined....... 8 4 1 

WOLGL coed ore ee oars 100 100 100 
Males 
Good 7.8... Sates eee 12 Q1 34 
Normale Yo cen ee eae 10 13 23 
Padi tin staa:.. a8 cee 65 56 35 
INof opinion fois <.:s 40 6 7 6 
Not determined....... 8 3 1 

TL OUGL as tANe hike cuerete 100 100 100 
Females 
Good ahan sei acess 8 16 22 
Toh greek Reale Alek gS 9 13 Q3 
Badtaetostee acittaces cent 62 52 39 
ING Opinion thee as76n «. 13 15 15 
Not determined....... 8 4 ) 

TIOLGL ESR saniitic Petes 100 100 100 


Details will not necessarily add to totals because of rounding 
Question: “What is your own opinion of over-all general business conditions at the 
present time here in the (area specified)?” 


Source: Tan Conrerence Boarp » 
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Table 2: Current Employment Situation in Local Community, 
February-March, April-May, July-August, 1958 


In per cent of household heads 


February-March April-May July-August 
All household reporters 
Jobs plentiful......... 6 8 12 
Jobs not so plentiful. . . 36 38 38 
Jobs hard to get....... 50 45 39 
Othenry.c oceans cise uf 10 11 
Totals? gaye Statens wes ers 100 100 100 
Males 
Jobs plentiful......... 6 8 13 
Jobs not so plentiful. . . 35 38 38 
Jobs hard to get....... 51 46 39 
Othererenr crs. cts 6 6 8 10 
ML OUAL ye Meray ests sete. 100 100 100 
Females 
Jobs plentiful......... 6 7 ll 
Jobs not so plentiful... 36 37 38 
Jobs hard to get....... 48 44 40 
Otherle wees cies 9 12 11 
OLDIES Mo ete 100 100 100 


1 Includes conditional, “‘normal,”’ no opinion, and not determined 
Details will not necessarily add to totals because of rounding 


Question: “Based upon what you hear from people talking, would you say that jobs 
right now in your community are plentiful, not so plentiful, hard to get, or what do you 
hear?” 


Source: Taz ConrrrEncre Boarp 


The household buying plans are presented in the form 
of index numbers, with February and March, 1958, 
equal to 100. Data for April-May and July-August then 
indicate whether buying plans are up or down, and by 
how much. Thus, if buying plans for July-August are 
110, this means that in July and August 10% more con- 
sumers were planning to buy a specific consumer item in 
the next six months than were planning to buy in 
February and March within a similar period. These 
index numbers become an indicator of buying plans, 
giving direction and magnitude. They cannot be trans- 
lated into the size of the actual or potential market. 


Business Climate 


The attitude of the person interviewed toward gen- 
eral business conditions, employment prospects, and 
financial and income status may influence his decisions 
to purchase. If an adverse opinion about business is 
generally widespread this might have a depressing 
effect on purchasing and plans to purchase. On the other 
hand, with growing recognition of improving business 
conditions, it is alleged that buying plans will increase. 
The more directly these attitudes affect the individual 
household, the more likely the possibility for a relation- 
ship between attitudes and buying plans. 

In reply to a broad question about their personal 
opinion of current business conditions in their local 
community, more than one half of all the household 
reporters replied during February and March of 1958 
that conditions were bad (see table 1). Only 10% thought 
that business then was good. Some attributed this feel- 


ing to a seasonal decline. A small minority asserted that 
business was declining and getting worse. Some noted 
“large unemployment,” but only a minute fraction 
mentioned depression. 

By April and May, this note of pessimism had mod- 
erated. Some 18% thought that current local business 
was good, while the proportion still reporting “bad” had 
dropped 10 percentage points. 

During July and August, the improvement in busi- 
ness activity had become more notable. Only 37% 
pointed to bad business, while 28% now reported good 
business in their localities. Furthermore, the proportion 
that claimed business was “normal’’ had risen to 23%. 
Thus, by summer, more than half of those interviewed 
saw business as either normal or good—a sharp increase 
from the 19% in these categories during February and 
March. This striking correspondence of personal opinion 
about business to the actual business trend is noteworthy. 

Male response was generally more optimistic through- 
out than female response. This may partly be owing to 
the greater proportion of women with “no opinion” 
about general business conditions. Nevertheless, the 
increasing awareness of better business is evident in 
both male and female responses. 


Employment Opportunities 


When attention was directed to employment condi- 
tions in the local community in February and March, 
1958, about one half of the respondents reported that 


Table 3: Employment Conditions in Local Community Six 
Months Hence, as of February-March, April-May, 
July-August, 1958 


In per cent of househoid heads 


February-March April-May July-August 
All household reporters 
More jobs............% 51 47 39 
Fewer jobs........... 14 il 14 
Same number......... 26 30 34 
Other Se er cee 10 12 13 
Potal ict. shia htees 100 100 100 
Males 
IMore}jObs weenie 56 52 45 
Fewer jobs..... ..... 13 11 17 
Same number......... Q3 28 30 
Other! 5... .Seeaeee 8 8 9 
LOtal Set cee Wee 100 100 100 
Females 
iMiorenjobs serra ec 46 42 34 
Fewer jobs........... 14 ll 12 
Same number......... 99 31 37 
Other. oo eee 12 15 WZ 
Lotol... 2). ee 100 100 100 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


Question: “How do you Tee he | b situation and over-all emplo ment will be in our 
om ‘ou feel ¢ O°} ituatio r ploy! t will ii y' 
community, say, in six months from now—do you think there will be more jobs, f. wer 

’ , Y if b: 7 Tewe jobs, 


Source: Toe ConrerEnce Boarp 
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jobs were hard to get (see table 2). Only a small fraction 
reported that jobs were plentiful. By April and May, 
there was a modest increase in optimism about current 
employment opportunities. Awareness of the improve- 
ment in employment opportunities expanded during the 
summer months of July and August when some 12%— 
a doubling of the earlier February-March rate—re- 
ported that jobs were plentiful in their local community. 
A sizable proportion (39%) were still reporting that jobs 
were hard to get. (See chart.) 

Again, the men were generally more optimistic than 
the women, although the difference in their response was 
considerably less for this question. Also, over this eight- 
month period, the number of men and women reporting 
that jobs were plentiful had increased about equally. 

The response to the employment question changed 
considerably when the focus was shifted to the next six 
months. In February and March, over half of those 
queried expected more jobs in their local community in 
the next six months (see table 3). This proportion 
dropped to 47% in April and May and to 39% in July 
and August. In this latter period, the percentage expect- 
ing fewer jobs in the next six months remained more or 
less unchanged, while the percentage anticipating the 
same number of jobs increased steadily. 

How much of this movement represents a seasonal 
pattern is not presently known. Based upon national 


Table 4: Job Outlook in Own Household, February-March, 
April-May, July-August, 1958 


In per cent of household heads 


= April- July- 
Peruary Slay Ausnst August 
Three 
Months Six Months 
Three Months Ahead Ahead Ahead 

All household 

reporters 
More work..... 19 17 15 14 14 
Less work...... 5 5 5 6 6 
SATOMI f.srax seis 67 65 69 70 64 
GOR eS oneas a 9 13 11 11 16 

IRE a oe 100 100 100 100 100 
Males 
More work..... 22 19 17 16 16 
Less work...... 5 6 6 6 6 
rohinatt sty aeeeeere ae 65 66 69 69 62 
Other... 8 9 9 9 15 

CE OLOL <7 tops tets) oie 100 100 100 100 100 
Females 
More work..... 16 15 15 12 11 
Less work...... 5 5 5 5 5 
Same. 2 on es eas 69 65 68 70 66 
Utheptacks:.. ce ots 10 15 12 12 17 

OlOUetec ras + s,s 100 100 100 100 100 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


tion: “How do you feel the job situation—or employment—is going to be, say, in 
tree ee six months from now for the members of your household who work—do you think 
they will have more work, less work, or about the same as now? 


Source: Tap CONFERENCE Boarp 


- NOVEMBER, 1958 


455 


Table 5: Household Financial Condition Compared with 
Six Months Ago, and Six Months Hence, February-March, 
April-May, July-August, 1958 


In per cent of households 


Compared with Six Months Ago 


Feburary-March April-May July-August 
Betteroti so. ee 19 Q1 24 
Worseiotte pee ee ene Q1 20 15 
Daler tereet an ces 59 58 58 
Other! etree eee 1 1 3 
LGU a See ee 100 100 100 

Compared with Six Months Hence 

February-March April-May July-August 
Better. see ee 32 31 30 
‘Worse oft. fn se orca. 6 6 Pf 
Samed *6vcd ic ee 55 57 57 
Other). s:cersesesens 6 tf 7 
LOA wR pies wie 100 100 100 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


Questions: “Considering everything, would you say that your family is better off 
financially, the same, or worse off financially now than it was, say, six months ago?” 


“Again considering everything, do you think your family will be better off financially, 
the same, or worse off financially, say, in six months from now?” 


Source: Ton CoNFERENCE Boarp 


labor force statistics, employment typically rises during 
the summer months and falls in the winter months, 
when construction, farm and other outdoor activity be- 
come less active. Besides reflecting these seasonal move- 
ments, these trends in attitude may also represent a 
realistic appraisal of employment prospects that accom- 
panyed an awareness of improving business conditions. 

As before, the response by men was more optimistic 
than that of women. The trends for the sexes were 
generally the same as for the total, except for a dis- 
crepancy in July and August between the replies of men 
and women expecting fewer jobs over the next six 
months, when the proportion of male response rose and 
the female response remained almost unchanged. 

As to the employment situation in the individual 
household, the time focus was shifted in the earlier 
months of interviewing to include only the next three 
months, while, in the latest interviewing period, the 
question was raised both with respect to three and to six 
months ahead. As indicated in table 4, the shifting of the 
time dimension changes only the proportion offering no 
opinion, at the expense of those indicating the same 
amount of work. 

A sizable proportion (some 19%) reported in February 
and March that they expected more work in their own 
household over the next three months. (This is pre- 
sumed to cover both an increase in employment as well 
as increase in the hours of work.) This percentage de- 
clined in each of the two-month periods following, with 
almost all the decrease indicated by the male reporters. 
While the decline may be explained partly on seasonal 
grounds, over two thirds of the household reporters 
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Table 6: Consumer Attitude Toward Automobile Purchasing, 
February-March, April-May, July-August, 1958 


In per cent of household heads 


All Respondents 


February-March April-May July-August 
Good time to buy...... 32 35 39 
Bad time to buy...... AT 44 35 
Conditional Aine. ee 9 10 10 
Otherlere ssn oaee, 12 12 16 
DOLCE act ees ere cys 100 100 100 
All household reporters who plan to buy 

February-March April? July-August 
Good time to buy...... 49 52 52 
Bad time to buy...... 34 30 30 
Conditionale= 5. so... 9 12 9 
Othertae ss one occ ff 6 9 
LOLA eee ahs 100 100 100 


1 Includes no opinion and not determined 


2 Owing to a change in the wording of the question, comparable data for May are 
not available 


Details will not necessarily add to totals because of rounding 


Question: “Do you feel that right now is a good time or a bad time to purchase an 
automobile?” 


Source: THz ConreRENcE Boarp 


expected no change in their specific employment condi- 
tions within the next three or six months. This is at 
variance with the response to the ‘““ccommunity climate” 
question where a larger number thought that more jobs 
would become available in the near future. 


Household Finances 


Finally, the household reporters were asked about 
their household financial status both with respect to the 
past six months, and that expected over the next six 
months. It is clear that households were aware of an 
improvement in their financial condition during July 
and August compared with that six months previous in 
contrast to the situation during February and March 
(see table 5). The improvement from April-May to 
July-August was greater but not substantially so. All 
told, just under one fourth of the households claimed a 
better financial condition in July and August as com- 
pared with six months earlier. (See chart.) 

No significant change in financial conditions was 
expected over the next six months. If anything, a slight 
decline is evident in the proportion expecting better 
conditions six months hence. This unchanged pattern of 
future expectations about family finances provides a 
strong clue to the buying plans reported. 


Guarded Optimism 


To sum up this part of the data, there was a clear 
recognition that over-all business conditions had im- 
proved; the optimism was tempered over the job situa- 
tion for the next six months. Individual households also 
recognize an improvement in their finances compared 
with six months earlier, but anticipate no further im- 
provement for the next six months. Against this back- 


Table 7: Plans To Buy Automobiles Within the Next Six 
Months, as of February-March, April, July-August, 1958 
Index Numbers: February-March, 1958 =100 


February-March April July-August 
New automobiles...... 100 98 120 
Used automobiles...... 100 133 125 
Total automobiles?..... 100 111 120 


nt he nnn GaLsen IS aeS SS Pe 

1 Owing to a change in the wording of the question, comparable data for May are 
not available ; 

2 Includes buying plans specifying either new or used, uncertain as to which kind 

Questions: “Do you or do any other members of your household have any plans to buy 
an automobile, either new or used, within the next six months; that is, by the end of 
(month specified)?” 

“Will it be a used automobile or a new automobile?” 

Source: THE CoNFERENCE Boarp 


ground of guarded optimism, the trend in buying plans 
—the heart of this survey —becomes meaningful. 


The Market for Automobiles 


To aid in appraising the buying plans reported for 
automobiles, the household reporter was asked whether 
now was a good time or a bad time to make such a 
purchase. In February and March of this year almost 
half of those questioned reported that it was a bad time 
to buy (see table 6). By July-August, the number 
reporting that it was a good time to purchase exceeded 
the number who thought it was a bad time. In the 
August interviewing, discussion of the impact of new 
models on automobile purchasing decisions became evi- 
dent.! The August figure alone for “good time to buy” 
was higher than the July-August average. (See chart.) 

The attitudes of those reporting buying plans for 
automobiles were more optimistic than for all those 
interviewed. Among reporters of buying plans, about 
half at all times thought it was a good time to buy. Dur- 
ing the summer months the number of those planning 
to buy an automobile during the next six months and 
who still thought it was a bad time to buy had declined 
from the earlier months of February and March. There 
was a surprising number who were planning to buy and 
simultaneously thought it was a bad time to purchase. 


Plans To Buy Automobiles 


Plans to purchase are indicated in the form of index 
numbers, with February and March reports of plans to 
buy representing 100. Data for April and May and July 
and August then indicate how much the buying plans 
with a six months’ horizon had changed since February 
and March. 

On this basis, the buying plans for automobiles in- 
creased considerably during July and August (see 
table 7). For all automobiles, whether used or new, the 
increase between February—March and the summer 
months was 20%. Plans to buy a new automobile 
changed little from February-March to April, and then 
increased substantially during the summer months. 


1 The question of new models is considered separately and will be 
analyzed in future reports 
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Table 8: Consumer Attitudes Toward Home Buying, 
February-March, April-May, July-August, 1958 


In per cent of household heads 


February-March April-May July-August 
Good time to buy..... 31 38 2 
Bad time to buy...... 4S 42 a 
Conditional........... fi Ff 8 
Other’ Ps, tite ke 12 13 15 
INGER TIE paras BaD 100 100 100 


1 Includes no opinion and not determined 
Details will not necessarily add to totals because of rounding 


Question: “Do you think that right now is a good time or a bad time to buy a house?” 
Source: Taz ConrzrENce Boarp \ 


Plans to buy a used automobile increased by one third 
in April compared with those for the previous two 
months, and then receded somewhat in July and 
August. (See chart.) 

Superficial interpretation of these trends is all that 
can be attempted in this progress report. The rise in 
buying plans for used automobiles in April may, of 
course, be a seasonal phenomenon; the higher level of 
used automobile buying plans in July and August com- 
pared to February and March may have more than 
seasonal significance. 

In general, buying plans may rise during the summer 
months, particularly with the approach of new models. 
Buying plans in August were considerably higher for 
new automobiles than in July, while they were about the 
same for used automobiles. On the other hand, buying 
plans may be influenced by the actual appearance of the 
new models, spurting with their availability and 
then declining steadily as the new-model stimulus 
receded in time. On this basis, the recent increase 
in buying plans for automobiles represents a sig- 
nificant change. Whether this rise in plans signifies 
more than seasonal changes can only be tested over 
ensuing months as additional observations of buying 
plans become available. 

The buying plans for automobiles are those reported 
by households; purchases by business firms are excluded 
by definition. On the other hand, planned purchases by 
households where the head is a professional person, or is 
in business for himself, are covered. 


The Housing Market 


As in the case of automobiles, a further question was 
asked concerning whether this was now a good or bad 
time to buy a home. During February and March, 
almost half of the household reporters indicated that it 
was a bad time to buy (see table 8). By April and May 
this proportion had declined considerably. This trend 
continued into the summer months, when only a third 
of the respondents indicated that now was a bad time 
to buy. 

Accompanying this upturn in favorable attitude was 
an increase in the plans to buy a home within the next 


f six months (see table 9). In April, total plans to buy a 
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Table 9: Plans To Buy Homes Within the Next Six Months, 
as of February-March, April, July-August, 1958 


Index Numbers: February-March, 1958 = 100 


February-March Aprilt July-August 
New homes........... 100 119 100 
Used homes.......... 100 110 122 
Total homes?......... 100 114 115 


1 Owing to a change in the wording of the question, comparable data for May are 
not available 


2 Includes buying plans for either new or used homes, uncertain as to which kind 


Questions: “Do you, or do any other members of your household, have any plans to 
buy eo either new or used, within the next six months; that is, by the end of (specify 
month)?" 


“Will it be a brand new house, or one which has been lived in?” 
Source: Tam Conrprencr Boarp 


home, either new or used, increased by 15% compared 
with six-months’ plans reported in February and March. 
By the summer months, however, plans to buy homes 
receded somewhat to the level of early 1958. 

Plans to buy new homes jumped in April compared 
with the previous two months. During July and August, 
these plans were back at the earlier February—March 
level. Plans to buy used homes increased steadily over 
this same period. Both for new and used homes, plans 
to purchase reported in July were greater than plans to 
buy recorded in August. 

Generally speaking, the trend in buying plans for 
homes indicates strength rather than weakness, even 
taking into account rough guesses of seasonal changes in 
purchases and plans to buy. 


Appliances, Furniture, Floor Coverings 


In addition to plans to purchase automobiles and 
homes, the respondents were queried about plans to buy 
a comprehensive list of appliances, furniture, floor cover- 
ings, and home improvements. In some instances, buying 
plans are not available for the earlier months of the 
survey, so that a preliminary indication is presented in 
terms of plans reported in July, 1958, as equal to 100. 

This temporary modification of the general procedure 
is introduced to announce the investigation of the entire 
range of plans under study. The change between July 
and August should accordingly not receive the same 
attention as the trend in other plans where a longer 
record is available. 

Plans to purchase appliances are evidently marked by 
a strong seasonal pattern, at least in certain lines. For 
example, in the case of air conditioners buying plans 
rose in April and May and then fell sharply during the 
summer months, with plans reported in August lower 
than those indicated during July (see table 10). Simi- 
larly, plans to buy refrigerators also increased during 
April and May, compared with February and March, 
and fell back almost to the earlier level by the summer 
months. On the other hand, plans to buy dish washers 
have shown substantial strength over this period, while 
plans to purchase washing machines have been almost 
unchanged. Television purchasing plans fell in April and 
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Buying Plans for Homes and Cars Improve 


(20) 
w) (20) 
ALL AUTOMOBILES (23 
Omen CO) 
NEW AUTOMOBILES (35 
(25) 
USED AUTOMOBILES 
(00) 
(v4) 5) 
& @ 
NEW HOMES (2) (100) 
(22) 
(0) 
USED HOMES (00) 


Feb.- Mar. / April July-Aug. 
1 


ALL HOMES 


1958 1958 958 
Index numbers: February-March, 1958=100 

Plans to buy within the next six months 

Source: The Conference Board 


May and recovered only partly by July and August. 

For the other appliances, furniture, floor coverings, 
and home improvements, comparable data are available 
only starting with July. For appliances with a relatively 
small frequency such as deep freezers, sampling fluctua- 
tions from month to month may account for much of the 
increase. On the other hand, plans to buy clothes dryers 
and electric or gas ranges, though still subject to sam- 
pling errors, show a more believable increase. Plans to 
buy furniture, floor coverings, and plans to make home 
improvements evidenced little change from July to 
August. 

These month-to-month comparisons represent an 
expedient which will be dropped as additional informa- 
tion becomes available. Much more experience will be 
required before the survey can be placed on a monthly 
basis. 


Time Pattern of Buying Plans 


With the belief that a consumer buying plan has 
validity comes a recognition of time as an additional 
dimension. Buying plans that are expressed in definite 
terms (the indefinite buying plans are discussed below) 
bear a date. The time pattern of buying plans thus adds 
further perspective to the foreshadowing implications of 
the survey. 


If buying plans are distributed evenly throughout the 
six months’ period, then a percentage allocation of the 
plans to be realized in the first month should be almost 
17% of the plans to buy within the next six months. 
Similarly, under these conditions, plans to buy in the 
next three months would be one half of all the six 
months’ plans. If buying plans are more certain, then 
presumably the first month’s plans might be higher than 
17% and those in the first three months might be greater 
than 50% of the total plans to buy within six months. 
If they were less certain, then these percentages would 
be correspondingly less. in other words, the time dimen- 
sion adds perspective to the significance of a buying 

lan. 
4 The time pattern of buying plans as reported in July 
and August is shown in table 11. Thus the plans to buy 
new automobiles within one month are substantially 
lower than one sixth of the six months’ total. On the 
other hand, plans to buy an air conditioner within one 
month are twice the average monthly rate of buying 
plans indicated for the next six months. In the case of 
automobiles, the impact of the impending new models 
may be indicated. For air conditioners, the immediate 
need for cooling in the summer months may be evident. 

For some consumer durables, like new homes, freezers, 
furniture and washing machines, there seems to be an 
even distribution of buying plans by month. For others 
like television sets, most of the buying plans seem to be 
timed in the latter part of the six months’ span. Pre- 
sumably, the buying plans for television sets should be 
associated with a lower probability coefficient than, say, 
the buying plans for washing machines. 

Considerable experience will be required before this 
additional time dimension can be fully appraised. Nev- 
ertheless, the bunching up of buying plans toward the 
beginning or the end of the six months’ period may help 
to make the consumer buying plan a better foreshadow- 
ing tool. 


“Maybe” Buying Plans 


While the distribution of buying plans along the time 
scale offers one method of appraising the certainty of the 
plan, this important aspect of buying plans has also been 
considered separately. In reply to the question, “do you 
plan to buy,” the household reporter can state that he 
or she clearly plans to buy. These are the buying plans 
which comprise most of the subject matter of this 
report. However, the buying plan can also be hedged. 
The reply might be: ‘We plan to buy, if...” or 
“provided that . . .” or “it depends .. . .” The buying 
plans of an indefinite nature are here labeled “maybe” 
plans. It must be stressed that only the definite buying 
plans are analyzed elsewhere in this study. Here in this 
section these “maybe” plans are considered in a pre- 
liminary manner. In table 12, they are given as a per- 
centage of all buying plans, whether definite or maybe. 
Of these six months’ buying plans, the proportion of 
“maybe” plans ranges from a high of 56% for air condi- 
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tioners to 23% for floor coverings. For eight of the 
thirteen consumer durable groups in table 12 between 
30% and 40% of the total “maybe” and definite plans 
were “maybe” buying plans. Only two—homes and floor 
coverings—had a lower proportion of “maybe” plans. 

In the case of homes, however, 16% of the reporters of 
buying plans did not know whether they would buy a 
new or a used home. These are not included as part of 
the “maybe” category, on the ground that they are 
closer to definite than to “maybe.” Similarly, for auto- 
mobiles, the group that did not know whether the 
planned purchase would be new or used was also ex- 
cluded from the “maybe” category. 

Plans to buy freezers and air conditioners had the 
highest proportion of “maybe” buying plans. On a priori 
grounds tkis does not appear unreasonable, particularly 
for air conditioners since many purchasers have some 
idea of buying but are not definite about it, with 
weather often providing the impetus. 

The problem of “maybe” buying plans is one that 
will be explored intensively as the survey matures. Per- 
haps the “maybe” group will prove to be a leading 
indicator of the buying plans themselves. Thus, in a 
period of sharp change, the ‘““maybe” group could be the 
first to fluctuate markedly. On the other hand, the 
“maybe” category could be a reasonably steady propor- 
tion of all buying plans. 

Since considerable experimentation was conducted 
before the final method of determining the existence of 
indefinite buying plans was chosen, comparable data for 
the “maybe” group in earlier months of the survey are 
not available. 


Buying Plans and Financial Status 


In view of the many attitudinal variables covered in 
this survey, only a small beginning can now be made in 
the analysis of the interrelations between buying plans 
and consumer attitudes. This subject will be carefully 


Range of PS, te’ Plans, July-August, 1958 
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Buying Plans: Dish Washers Up, Air Conditioners Down 
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94 TELEVISION SET- 


58 AIR CONDITIONER 
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Plans to buy within the next six months 

Source: The Conference Board 


considered in depth as more observations over time 
make it possible. 

As a first step in this important problem area, the 
six months’ buying plans have been cross classified by 
expected household financial status in the next six 
months in table 13. In every case, more reporters of 
buying plans expected their household financial status 
to be better six months from now than was the case for 
all households. Buying plans for new homes within the 
next six months were associated with the highest pro- 
portion (54%) expecting better financial conditions six 
months from now. Of households reporting buying plans 
for most of the other consumer durables in the survey 
between 44% and 47% expected improved household 
financial conditions. 

An analysis can also be made in terms of buying plans 
and financial condition compared with six months ago, 
as shown in table 14. An improved financial condition 
was reported by relatively more households with buying 
plans than was true for all households. Households that 
plan to buy new homes within six months were charac- 
terized by an even better financial condition compared 
with six months ago than households planning to buy 
other consumer durables. 

There is greater variability in table 14 (relating buy- 
ing plans and past financial condition) than in table 13 
(relating buying plans and future financial condition). 
The range is from 50% for households who plan to buy 
new homes and who reported a better financial condi- 
tion as compared with six months ago down to 29% of 
the households planning to buy television sets and who 
are financially better off than they were six months 
earlier. 


Buying Plans and Consumer Income 


The relation of income to buying plans should be a 
subject of wide interest. Of all the questions asked over 
the telephone, the response to a question concerning 
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About Sindlinger and Company 


Sindlinger and Company is conducting the field inter- 
viewing for this continuing survey of consumer buying 
plans. The sample that is being used, as well as the 
interviewers and other personnel required to obtain, 
edit, and code the results, is that regularly used in all 
the activities of the Sindlinger organization. (The 
sample will be fully described in the December, 1958, 
Business Record.) 


The First Experiment 

In 1951, the firm conducted a telephone survey of 
a number of families in Chicago that had also been 
interrogated in a personal interview by another 
interviewing organization. In the telephone inter- 
viewing, it was found that the results were for some 
purposes more satisfactory than those obtained in 
face-to-face interviews. 


Five Small Towns 

late in 1953 and during 1954, the Sindlinger organi- 
zation selected five small markets from a nationwide 
sample for experimental work: Bonham, Texas; Belle- 
ville, Kansas; Bucyrus, Ohio; Waterville, Maine; and 
Fayetteville, North Carolina. In late 1954 and early 
1955, based upon the experience in these five small 
towns, thirty-three of the 187 counties now used in 
the United States sample (those with the highest tele- 
phone ownership at that time) were selected for 
once-a-week interviewing. After four months of this 
second test, the once-a-week method was discarded. 
Also, in the second test, the general practice was 
followed of employing “professional” interviewers 
who work for a number of organizations. In the earlier 
five-city test, Sindlinger used his own permanent staff 
and the interviewing was continuous. From these 
experiments it was decided to use a permanent staff 
of interviewers who would work full-time for the 
Sindlinger organization and the interviewing would 
be conducted on a continuous basis. 


Daily Interviewing 

In early 1955, Sindlinger and Company started its 
daily, continuous telephone interviewing, expanding 
county by county. By the end of the year, the sample 
was being conducted on a continuous basis in sixty-six 
counties in seventeen states, and 113,956 interviews 
had been completed, mostly for the motion picture 
industry. 

By September, 1956, the Sindlinger sample had 
been expanded to 238 counties in forty-eight states, 
and by the end of the year the expansion had con- 
tinued to 271 counties. During that year 379,496 
interviews were conducted. 

By February, 1957, the full Sindlinger nationwide 
network of 287 counties in the country was in daily 
Operation. At the end of September, 1958, over 1.2 
million interviews had been completed. The perma- 
nent field staff now numbers over 300, and between 
8,000 and 10,000 interviews are conducted each week 
for many different purposes. 


income seems at first blush the least likely to be the 
same as if a face-to-face interview were conducted. In 
the latter instance, the interviewer can form a rough 
judgment as to the validity of the response. It would be 
difficult under personal interview conditions to report a 
$10,000 income in a slum area. Nevertheless, the dis- 
tribution of incomes thus far obtained appears reason- 
able, given the universe of telephone households. Sur- 
prisingly, the number of incomes over $10,000 is some- 
what understated rather than overstated. 

Of all the six months’ buying plans reported during 
July and August, only those for used homes are dis- 
tributed according to income groups about the same 
way all household incomes are distributed (see table 15). 
Plans to buy used automobiles are also in this category. 
On the other hand plans to buy new automobiles are 
heavily weighted in the groups with incomes $7,500 and 
over, as are plans to buy dish washers. Plans to buy new 
homes are also much more frequent in these upper 
income groups. (See chart.) 

Buying plans for selected items as reported in Febru- 
ary and March are also distributed by income groups in 
table 15. The increase in buying plans for new automo- 
biles and dish washers previously mentioned are thus 
accounted for by the upper income groups which had a 
heavier proportion of such plans during the summer 
months than in February and March. The increase in 
plans to buy used automobiles by the $7,500-income 
group in the more recent period is also of interest. 

On the other hand, the relatively unchanged buying 


Table 10: Plans To Buy Appliances, Furniture, Floor Coverings 
and Plans To Make Home Improvements, as of 
February-March, April-May, July-August, 1958 

Index Numbers: February-March, 1958 = 100 


Plans to Buy February-March April-May July-August 
Air conditioner. ....... 100 116 58 
Dish washer.......... 100 130 140 
Refrigerator.......... 100 117 98 
Television set......... 100 82 94 
Washing machine...... 106 96 98 
Addendum index Numbers: July, 1958 = 100 

July August 
Deep freeze........... 100 177 
Clothes dryer......... 100 155 
urniture..... Je ene 100 105 
Floor coverings....... 100 95 
Home improvements. . . 100 93 
Range, electric or gas. . 100 125 
Vacuum cleaner....... 100 106 


Questions: “Will you please tell me, as | read these appliances again, if you, or any 
other member of your household, have any plans to buy any of these appliances within 
the next six months; that is, between now and the end of (specify month)?”’ The interviewer 
then lists refrigerator, washing machine, TV set, air conditioner, dish washer, clothes dryer, 
deep freezer, vacuum cleaner, gas or electric range 


“How about plans to buy furniture within the next six months, that is by the end of 
(specify month)?” 


Pa — how about plans to buy floor coverings; that is, carpeting, rugs, linoleum or floor 
ile’ 

“Do you, or does anyone else in your household, have any plans between now and the 
end of (specify month) to repair, remodel, or make improvements on your home?" 

“Will the total cost be $50 or more?” 

Source: Tar Conrerence Boarp 
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plans for refrigerators, television sets and washing ma- 
chines were accompanied by relative stability in their 
distribution according to income, taking into account 
the differences in the income distributions reported in 
the two periods. 

Additional experience with this relationship will be 
necessary to appraise the significance of differences 
indicated by these data. Thus far, the income data and 
the distribution of buying plans by income seem reason- 
able. Attempts to obtain income data will therefore be 
continued. 


Buying Plans and Home Ownership 


A further refinement in relating household financial 
conditions and buying plans is possible through analysis 
of plans according to homeownership or renter status. 
These data are shown in table 16. Of immediate interest 
is the fact that about half of the households planning to 
buy a new home already own their home, and about half 
rent. A somewhat smaller proportion of used-home pur- 
chase plans is represented by homeowners. A greater 
proportion of homeowners than of all households inter- 
viewed was represented in plans to buy new automo- 
biles and dish washers. Comparable proportions of own- 
ers and renters had plans to buy air conditioners, dryers, 


Table 11: Buying Plans Within One, Three and Six Months, 
as of July-August, 1958 


In per cent of buying plans within six months reported in July-August, 1958 


Plans To Buy Within Within Within 
One Month Three Months Six Months 
New automobiles...... 11 47 100 
Used automobiles...... 19 53 100 
New homes........... 18 49 100 
Wsed homes... 0.6.66 20 38 100 
Air conditioner........ 34 47 100 
Dish washer.......... 18 39 100 
ID iatGiges eo tie Conoco 12 46 100 
Floor covering........ Qe 56 100 
PHT CEZEN srpcive lone). Soe 01 iMy 49 100 
PPHIEMELUTE ope <0 SES steve 17 47 100 
Range, gas or electric... 15 40 100 
Refrigerator.......... 16 41 100 
Television set......... 12 38 100 
Vacuum cleaner....... 20 45 100 
Washing machine...... 17 45 100 


Question: “When do you plan to buy?” 
Source: Tan ConrERENCE BoaRrD 


Table 12:Maybe” Buying Plans as Per Cent of “Maybe” 


and Definite’ Buying Plans Within the Next Six Months 
as of July-August, 1958 


Automobiles!............ 30 [hii Bio conch osouubC 29 
EV GM eS?) euenaveleveres-ars Broisraughw 24 Range, gas or electric..... 34 
Air conditioner........... 56 Retrigeratoryc. asec: 36 
Wishtwosher..cca.0.s-ss-- oO Melevasionsetin. weceie cece 38 
I DipiGits ego oS OOOO CeCe 38 Vacuum cleaner......... se Sh 
Floor covering.......... 5 Washing machine......... 85 
lien As oiean Slow Coome 45 


iExcludes 6% reporting plans within the next six months but who could not specify 
new or used automobiles : 
2 Excludes 16% reporting plans within the next six months but who could not specify 
new or used homes 
Source: Tax ConrERENCE BoarD 
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Plans to buy within the next six months and household income, reported in July-August, 1958 
Source: The Conference Board 


floor coverings, and freezers. Relatively more renters 
than homeowners had plans to buy furniture, ranges, 
refrigerators, television sets, vacuum cleaners and wash- 
ing machines. 


Buying Plans and Occupation 


The incidence of buying plans by occupation adds 
further perspective to the pattern of consumer buying 
decisions. Although there is a close relationship between 
occupation and income, with the professional and man- 
agerial group having the highest incomes of any occupa- 
tional group, the treatment of buying plans by occupa- 
tion affords a somewhat different focus than by incomes 
alone. 


Table 13: Buying Plans Within the Next Six Months and 
Expected Household Financial Status Six Months from Now, 
Reported in July-August, 1958 


In per cent of buying plans, July-August, 1958 


Expected Household Financial Status Six Months from Now 


Better Off Worse Off Same Other! Total 
All households........ 30 i 57 i 100 
Households Reporting Buying Plans 
Within Next Six Months for: 
New automobiles...... 46 3 46 4 100 
Used automobiles...... 45 3 45 8 100 
New homes........... 54 6 38 Q 100 
Used homes.......... 47 6 44 3 100 
Air conditioner........ 47 uf 42 5 100 
Dish washer.......... 45 Q 43 10 100 
DT VOrirc eas ace @.scetestiacete 47 5 45 3 100 
Floor covering........ 44 5 46 5 100 
Breezer: eiiarnineels dees 51 5 40 4 100 
urnitures so... sec... 45 4 47 4 100 
Range, gas orelectric... 49 4 42 5 100 
Refrigerator. ..... Bua 24a 8 50 3 100 
Television set......... 45 3 AT 5 100 
Vacuum cleaner....... 43 5 47 5 100 
Washing machine...... 44 6 45 6 100 


eS ee 
1 Includes no opinion and not determined 


Source: Tor ConrmrEencr Boarp 
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In every case, the professional and managerial group 
had more buying plans in the fifteen categories than is 
accounted by their proportion in total households (see 
table 17). Leading even this list were the buying plans 
of the professional, managerial, and proprietor-group 
for new automobiles and dish washers, followed by those 
for new homes and freezers. At the lower end of the 
scale, the incidence of buying plans for used homes and 
used automobiles reported by the professional and 
proprietor group was just a little more than their total 
representation among all households. 

The clerical and sales group accounted for more buy- 
ing plans than their over-all proportion in the popula- 
tion for all items except floor coverings, freezers, ranges 
and refrigerators. Their highest representation came in 
buying plans for air conditioners and dish washers. 

In the skilled group, relative underrepresentation in 
buying plans was evident for new automobiles and air 
conditioners, although the margin of difference was not 
notable. On the other hand, the skilled category ac- 
counted for relatively more buying plans for used homes, 
clothes dryers, and freezers. 

The semiskilled group generally had relatively fewer 
buying plans than could be expected simply from their 
proportion of all occupations. Only their buying plans 
for used homes exceeded their percentage in the total 
occupational distribution. This group was seriously 
underrepresented for air conditioners and dish washers. 

The “other employed” category includes the unskilled 
group and the farm households, both of which are under- 
represented in the universe of telephones as compared 
with the total of all households in the United States. 
Further analysis of this group must await the study of 
additional interviewing. 

As could be expected, the nonemployed (including 
housewives, students, retired persons, and, for the sake 
of expediency only, the armed forces) and the unem- 
ployed account for many fewer buying plans than their 
representation in all households. 


Buying Plans and Age of Household Head 


Considerable attention has been given in recent years 
to the impact of the age upon consumer spending. The 
purchases of consumer durables such as automobiles and 
appliances are particularly influenced by the age of the 
buyer, age reflecting the basic needs as the household or 
single individual proceeds from first setting up a sepa- 
rate establishment until the time of retirement. The 
distribution of buying plans within the next six months 
is therefore shown in table 18, according to the age of the 
head of the household reporting the plan. 

In the youngest age group eighteen-to-twenty-four, 
purchases of used automobiles, refrigerators, and espe- 
cially vacuum cleaners were planned at a greater rate 
than could be accounted for by the numbers in the 
group. Every other buying plan was represented by at 
least the same proportion as the age group had in the 
total distribution. 


More than any other age group, the twenty-five-to- 
thirty-four class reported relatively more buying plans 
than it represented in the total. ‘The relatively greater 
incidence of buying plans for used automobiles, new and 
used homes, and furniture is noteworthy. 

In the thirty-five-to-forty-four age bracket, the 
greater importance of buying plans for new automobiles 
and dish washers stands out. The latter suggests that as 
the housewife gets older and some of the more basic 
needs are satisfied, the desire to remove the dish- 
washing chore is particularly strong. This age group had 
relative underrepresentation only in the buying plans 
for air conditioners and vacuum cleaners. 

On the other hand, the forty-five-to-fifty-four age 
group was relatively overrepresented only in buying 
plans for television sets. For the fifty-five-to-sixty-four 
bracket, only plans to buy new automobiles exceeded 
the proportion of household heads in the age bracket. 
For the group sixty-five and over, all buying plans are 
seriously underrepresented, except perhaps for air 
conditioners. 

As more information becomes available, it will be 
possible to interrelate income, occupation, home owner- 
ship, and age as they affect the incidence of buying 
plans. As in all economic and social analysis, regularities 
or smooth changes in these interrelationships will pro- 
vide a better basis for interpreting buying plans as they 
foreshadow future market action. 


Market for Clothing and Apparel 


The consumer buying plans survey goes beyond the 
traditional boundaries of consumer hard goods. As a 
first step, consumers were also asked about plans to buy 
clothing and plans to take a vacation. In the case of 


Table 14: Buying Plans Within the Next Six Months and 
Household Financial Status Compared with Six Months Ago, 
Reported in July-August, 1958 
in per cent of buying plans, July-August, 1958 
Household Financial Status Compared with Six Months Ago 

Better Off Worse Of Same Other’ ‘Total _ 


All households. ....... 24 15 58 $ 100 


Households Reporting Buying Plans 
Within Next Six Months tar 


New automobiles. ..... 38 9 51 


3 10 

Used automobiles...... 42 il 45 2 sh 
New homes........... 50 9 40 1 100 
Used homes.......... 37 8 54 1 100 
Air conditioner........ 41 10 48 2 100 
Dish washer.......... 41 il 46 2 100 
Drveryoccuncnin 41 14 43 Q 100 
Floor covering........ 37 12 50 1 100 
Freezer SR eee 48 8 44 1 100 
uirmitiine siento ee eee 38 11 48 Q 100 
Range, gas orelectric... 40 13 44 3 100 
Refrigerator.......... 39 12 46 3 100 
Television set......... 29 18 55 4 100 

acuum cleaner....... 41 1l 44 4 100 
Washing machine...... 33 15 48 4 100 


1 Includes no opinion and not determined 
Source: Taz Conrrrencre Boarp 
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soft goods, consumer buying plans have hitherto only 
been surveyed in small pilot studies.! The attempt of the 
present survey to appraise the potential market for 
clothing and apparel thus represents a major step for- 
ward in the expansion of the buying plan technique. 
Only with considerable experience in this extension can 
judgment be made concerning its usefulness. 

Consumers were asked about their plans to buy only 
major items of clothing and apparel, such as a suit, 
dress, or coat. In addition, women household reporters 
were asked about plans to buy clothing for other mem- 
bers of the family. In accordance with the general 
procedure of this survey, buying plans were confined to 
the next six months. 

Buying plans for suits and dresses declined in April 
and May of this year compared with those reported in 
February and March (see table 19). The decline con- 
tinued into July and August. On the other hand, plans 
to buy coats within the next six months increased 
modestly during April and May and substantially in 
July and August. These patterns held generally both for 
men and women expressing such buying plans. 

To aid in interpretation of these data, particularly the 

1 Robert Ferber, ““The Role of Planning in Consumer Purchases of 


Durable Goods,” American Economic Review, December 1954, pp. 
854-874 
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Table 16: Buying Plans and Homeownership Status, 
July-August, 1958 


Own Rent Other! 


All households.... 69 31 1 


Percentage with Plans To Buy Within Next Six Months: 


New homes...... 50 48 2 Floor covering... 70 30 1 
Used homes...... 44 55 1 Breezeradgcssa. 40 71) 272 
Total homes..... AY 61 1 Burniture),. a... 65 35 a 
New automobiles. 76 24 0 Range, gasorel.. 59 40 1 
Used automobiles. 68 32 1 Refrigerator..... 62 36 2 
Air conditioner... 70 30 0 Television set.... 56 41 2 
Dish washer..... (ee? Lane, Vaccum cleaner... 59 41 O 
IDV er seh esol 70 29 1 Washing machine 57 42 1 


1 Includes not determined 

a Less than 0.5% 

Details will not necessarily add to 100 because of rounding 
Source: Tae ConFERENCE Boarp 


relation of buying plans to known strong seasonal move- 
ments in actual purchases, and for other phases of the 
analysis, consumers were asked to specify the last time 
they bought any of these items of apparel. These data 
will be incorporated in future reports. 

Female household reporters were also queried about 
plans to buy clothing for other members of the house- 
hold (see table 20). Such plans to buy clothing have 


Table 15: Buying Plans and Income, February-March, and July-August, 1958 


July-August, 1958 Annual Household Income 


Under $5,000  $5,000-7,499  $7,500-9,999 $10,000 & Over Not Determined 
PRTUHOUSENOIUS cc. cic ccc ce aces 50% 27% 10% 1% 6% 
Percentage of Households Planning To Buy Within Next Six Months: 
New automobiles.............. Q1 30 18 22 9 
Used automobiles.............. 41 29 18 8 6 
INGE WA OEIES eee. on cee ks oat ete nite 2 30 Q7 Q4 14 5 
ised: Honesto css kid S's «o's 6 49 30 10 8 8 
Aipcondvwioner. <.....-0 ee ees 30 26 17 19 8 
Diskawistiererne sca esse sees 13 24 17 31 15 
JLDAW so.g CCE eee 25 36 16 13 10 
WNGOr GOVETNING, 5.6466 50505s 000. 38 30 17 i 4 
PRCEACE ee sre rere oe 82 37 19 9 3 
ES INUDIE cee © ocr, me syrue.e.e 02.0 31 36 17 12 4 
Range, gas or electric........... 32 36 13 12 vf 
Rebs PETAL OL op-dere ctsts se eyets oie 00/6) © 32 34 12 13 8 
SPELE VISION, SCbix cheaisisyer0 2-0 e.clele oni 39 24 20 12 6 
Wacum cleaners «ac » <ere «010 «91094 39 32 15 ff tf 
Washing MACHINE. 65.5 5.0. s.0.0.0 «50.6 38 32 14 9 8 


February-March, 1958 Annual Household Income 


NLU OTETELS GES, a Ae ee a, 8% 6% 


New automobiles.............. 34 $1 16 15 4 
Used automobiles.............. 47 28 8 9 9 
AieieOnditioner: <<... dl oes aces 33 35 16 14 3 
Dishtwasheroe. ccc jcsc sal slels seo QA Q7 13 25 11 
REPEIPETACOL Mes cess hielo e'ee 39 28 14 11 
Melevisionisetus. ss ..2 2 fs <a. 0 es 44 29 10 12 : 
Washing machine.............. 44 380 11 8 


Details will not necessarily add to 100 because of rounding 
Source: TaE ConrrrEnce Boarp 
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fluctuated less than plans to 
buy clothing for oneself. 
Plans involving the children 
have been relatively stable, 
while those centering on the 
husband decreased in April 
and May and then rose to a 
level somewhat higher than 
in February and March. It 
is hoped that not only in- 
dividual buying plans but 
those for other members of 
the household as well will 
aid in appraising the market 
for clothing and apparel. 


Plans for a Vacation 


Finally, consumers were 
asked about their plans to 
take a vacation away from 
home. The nature and sig- 
nificance of consumer spend- 
ing for services, of which 
vacations are one, have long 
been neglected.!With more 
time in recent years avail- 
able for leisure and with the 
growing practice of paid va- 
cations, greater attention is 
being given to the current 
and prospective importance 

1See The Business Record, Sept., 1955 
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of the recreational industry. In many local areas, 
“tourism” has assumed an important role; in many 
foreign countries it is a leading industry. The present 
survey of plans to take a vacation thus represents 
another area hitherto overlooked in surveys of con- 
sumer buying intentions. 

Since vacations have a seasonal character, the six 
months’ approach used throughout this survey has been 
relaxed, and consumers were asked about plans to take 


aspects of the vacation market will be presented as 
more information becomes available through the survey. 


Unemployment and Buying Plans 


As a further aid in appraising the consumer spending 
market, the unemployed status of the interviewed 
household was explored intensively. The approach de- 
veloped by the Bureau of the Census was followed 
wherever practical, with a person considered to be 


a vacation within the next 
year. Vacation plans as re- 
ported in April and May 
were somewhat below those 
reported in February and 
March (see table 21). By 
July and August, these va- 
cation plans had dropped 
sharply, with plans reported 
in August lower than those 
indicated in July. 

The time distribution of 
the plans reported in each 
of these three periods sug- 
gests some of the problems 
of seasonal variations in- 
volved in vacation plans. In 
February and March less 
than one fifth of the plans 
were expected to be fulfilled 
within three months, while 
during April and May over 
two thirds of the plans were 
timed within the succeeding 
three months. By July and 
August, this proportion had 
receded to 60%. 

It is clear from these and 
other considerations that 
the pronounced _ seasonal 
distribution of actual vaca- 
tions has a significant im- 
pact on plans to take them. 
The experience that will be 
necessary to interpret these 
plans may have to be even 
longer than for the other 
areas covered by this survey. 
However, a beginning has 
to be made somewhere. To 
aid in the analysis, consum- 
ers were also asked several 
questions: when had they 
last taken a vacation, what 
means of transportation did 
they use, where they plan to 
go on vacation, and the 
meansof transportation they 
will use. These and other 


Table 17: Buying Plans Within the Next Six Months and Occupation of 
Household Head, July-August, 1958 


Occupation of Household Head 


Professional, Craftsmen N nee 
Managers and Clerical and Foremen and Operatives and Other 
Proprietors killed Semi-Skilled Employed! tence 
All household heads... . 24% 17% 17% 138% 11% 18% 
Percentage with Plans To Buy Within Next Six Months: 
New automobiles....... 40 20 15 8 7 9 
Used automobiles...... QT 22 Q1 13 ef 10 
New homes........... 34 al 18 ll 8 8 
Used homes........... 26 18 24 16 10 T 
Air conditioner........ 32 24 16 6 5 16 
Dish washer.......... 51 24 19 2 3 2 
Dryer.. a epee ote 32 21 25 13 5 5 
Floor covering. Ue pee nes 380 17 21 12 9 10 
Breezer jut. osaakes seat 36 11 26 10 8 9 
INMNINTD, cooosccoonas 35 Q1 Ly 11 8 9 
Range, gas or electric... 34 16 18 10 11 11 
Refrigerator. 2... ocr. © 31 14 18 14 11 11 
Television set.......... 33 21 19 12 6 9 
Vacuum cleaner........ 31 18 18 14 8 12 
Washing machine...... Q7 19 22 13 11 9 


1 Includes unskilled laborers, service workers, domestics, farmers, and farm laborers 
2 Includes armed forces, housewives, students, retired and unclassified 

Details will not necessarily add to 100 because of rounding 

Source: Taz ConrereNnce Boarp 


Table 18: Buying Plans Within the Next Six Months and Age of 
Household Head, July-August, 1958 


Age of Household Head 


65 and Not 


18-24 25-34 35-44 45-54 55-64 Over Determined 


All household heads...... 6% 22% Q7% 21% 12% 9% 2% 


Percentage with Plans To Buy Within the Nex? Six Months: 
SSeS 


New automobiles........ 8 22 32 19 14 3 2 
Used automobiles........ 13 31 26 20 8 2 7 
INewshomess so. sane see ll 35 30 19 3 g 0 
Used homes............. 13 34 28 14 fh 3 J 
Air conditioner. ......... 10 35 17 21 ll f 0 
Dishawashermenmr tice 6 33 40 16 4 Q 0 
Ds (2) ia SRS Sees 10 42 QT 17 4 0 I 
Floor covering........... 9 QT 31 19 8 5 1 
Freezer  LovlabonedeievelAoiereieronee s 9 41 Q7 15 4 3 2 
Hurnitureheni erence 11 36 29 13 6 3 1 
Range, gas or electric..... ll ot 26 21 9 5 1 
Refrigerators eceniace ee 13 QT 26 19 10 5 1 
Television set. .... 0s. - 10 25 26 Q3 9 5 1 
Vacuum cleaner......... 20 29 Q1 12 9 8 0 
Washing machine........ 12 31 28 19 6 3 1 


ee 
Source: Toe ConrERENCE BoarpD 
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unemployed when he or she was not working last week 
and is seeking work.! The household financial status of 
the unemployed in July and August is compared with 
the status of all households in table 22. Compared with 
six months ago two thirds of households with unem- 
ployed heads reported a worsened financial condition. 
For all households with some member unemployed 
(whether the head or someone else), this proportion was 

*“Concepts and Methods Used in the Current Employment and 


Unemployment Statistics Prepared by the Bureau of the Census,” 
Current Population Reports, Series P-23, No. 5, May 9, 1958 


Table 19: Plans To Buy Clothing Within the Next Six Months, 
February-March, April-May, July-August, 1958 


Index numbers: February-March, 1958 = 100 


February-March April-May July-August 
All household reporters 
SUL So nicteeinins 100 88 69 
DIRS (> oer 100 92 61 
CUNT Re i te or 100 103 115 
OREO We ee Ke Od. 100 89 71 
Mi ales 
SITTROS 7.6 oe Bee Oe 100 94 69 
(COURS See ex eG eee 100 110 105 
{UT ULIS eee ene 100 93 72 
Females 
MIL Meets See Asien oo \8 100 63 68 
ress esescicsicus:«,sfolo bene 100 93 61 
LOO Cire Reels alan 100 99 120 
EOLA, EOWA. He ars, tee 100 : 87 71 


1Tncludes combinations of two or more items of apparel and specific item not 
determined 


Questions: “Do you yourself have any plans to buy a suit, or coat (dress or coat) within 
the next six months; that is, between now and the end of (month specified)?" “What do you 
plan to buy?” 


Table 20: Female Plans To Buy Within the Next Six Months 
Clothing and Apparel for Other Members of the Family, 
February-March, April-May, July-August 
Index numbers: February-March, 1958 = 100 


Plans To Buy for February-March April-May July-August 
REINS DATION soy cc, 276 er ees fo 00 100 82 106 
Ghuldrenrer sa «28 oo 100 96 97 

aN EAIULS = coo 3 eine 100 83 88 


1 Includes plans for other members of the family and not determined for whom 


Questions: Ask only of females—“Do you have any plans to buy a suit, dress, or coat for 
any other member of your family, other than yourself, within the next six months; that is 
between now and the end of next (month specified)?" “What do you plan to buy?” “For 
whom?" 


Table 21: Plans To Take a Vacation Away from Home Within 
the Next Year, February-March, April-May, July-August, 


1958 
Index numbers: February-March, 1958=100 
February-March April-May July-August 
Plans to take a vaca- 
tion within the next 
VCR leery Nake leceionsties 100 93 75 
within three months 19% 68% 60% 
within six months. . 89 94 73 
within one year.... 100 100 100 


Question: “Do you have any plans to take a vacation away from home between now 
and this time next year? When?” 
Source: Taz ConrerEncEe Boarp 
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September Preview 


As we went to press, the results of the interviewing 
for September became available. Based upon 6,200 
interviews conducted during the month, the consumer 
outlook improved in terms of buying plans. How much 
of this can be attributed to new model influences, as in 
the case of automobiles, or to other seasonal forces 
affecting the timing of consumer planning decisions 
still remains uncertain. 

The household financial condition as compared with 
six months ago continued to improve over the July— 
August level. When the focus was shifted to the next 
six months, however, there was no expected improve- 
ment over what was reported in July and August. 

Buying plans for both new and used automobiles 
increased further in September. Plans to buy dish 
washers also were marked by a more than nominal 
increase as compared with plans reported in July and 
August. Buying plans for homes declined from those 
indicated in the summer months, with those involving 
used homes holding steady. Plans to buy washing 
machines dipped slightly in September from those 
reported in August and July. More consumers told of 
plans to buy television sets and refrigerators than in 
July and August. The understandable drop in plans to 
purchase air conditioners continued. 

As for those plans where only July and August data 
are available, those involving furniture had a con- 
siderable increase, while those for floor coverings and 
home improvements had a moderate rise. Only plans 
to purchase deep freezers in September were below the 
August rate. Pians to buy vacuum cleaners and ranges 
rose considerably, while plans involving clothes dryers 
were only nominally higher than in August. 

Only four of the sixteen groups for which August 
and September buying-plan data are available were 
behind August, while two were at least even with 
August and ten had more buying plans. 


somewhat less; for all households, as noted earlier, this 
category was substantially smaller. From February— 
March to July-August, there was some improvement in 
the household financial status of the unemployed, as in 
the case of all households. 

Turning to future expectations, households with 
unemployed heads expected a better showing financially 
six months hence than did all households with unem- 
ployment, and markedly more than all households 
combined. However, these expected gains by July— 
August were somewhat less than they were earlier. Both 
for the past and for the future, the distribution of 
responses from households with some unemployment 
fell generally between the distributions from unem- 
ployed household heads and all households. 

The expected improvement in financial conditions has 
a direct bearing on the magnitude of buying plans by 
the unemployed. Table 23 presents a comparison of the 
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Table 22: Household Financial Status of the Unemployed, February—March, April-May, July-August, 1958 


In per cent of households 


February-March April-May ae July ~August 
Household Household All Households aces tag All ents or sarge All Besnens 
5 2 i oa 
elon Grae eet Free Lapa All Households Unemployed Unemployment All Households Unemployed Unemployment Al! Households 
Compared with Six Months Ago 
24 
Better off... 5 8 19 5 10 Q1 9 15 
Worse off... 66 52 Q1 71 54 20 65 42 te 
Samenacse ce 29 39 59 93 35 58 24 40 i 
Other'...... 1 a 1 1 1 1 g g 
Total... 100 100 100 100 100 100 100 100 160 
Compared with Six Months Hence 
2 ee ee ee eee ee ee See 
Better off... 46 41 $2 39 39 31 42 37 30 
Worse off... 19 14 6 15 12 6 22 13 a 
Sameneire sc 26 37 55 32 38 57 22 39 57 
Other’...... 9 8 6 14 11 7 14 10 f 
Total... 100 100 100 100 100 100 100 100 100 
pao a a Te ee a eae a ee 
1 Includes no opinion and not determined a Less than 0.5% 
Questions: “Is there anyone in your household now looking for work who was not employed last week? How many?” 
“Is there anyone in your household now looking for work who has net worked for the past year? How many?” 
“Is there anyone else in your household now looking for work who has never worked before? How many?” 
“Is there anyone else in your household who is unemployed but is not looking for work now? Why?” 


Source: Taz ConFERENCE BoarpD 


Table 23: Buying Plans of the Unemployed Compared with 
All Household Buying Plans, July-August, 1958 


% of households with 
unemployed heads 


Plans To Buy Within divided by % of all 


the Next Six Months: households with 
buying plans 
Ne wae AlLOm ODMeSme cts. ss eie tess b6 tetoa sa co aanerits 13 
(Wsedtautomobileswatat ete ac temtrc ct ce crt oe eee eT ae 113 
INGwWARODIES et te oe. Se thee OE Se cea ae 80 
(Wsedshomies Se eines. Sian 2 ion et Oa cess See Swe 46 
IDTV CL Re re eerie ee rer nete ors en VSR iss cts teal woe floxsctio ane neyerephbele 65 
AU GOTs COV CLUS sees geee ry cotaisy cine So fote aso eset es.cle ereuin ayerereneve. aye hs 41 
Breezer merce tense ie etarcke teem aris oh ole ee etree ove ae 63 
Burnitire see ene cats Sete eee oR coe eee 49 
Rangeneasior electric «34. aaiekises staavials « elerleeine sk 40 
PRetrigera torre sci oestrogens) Sere sll fos po 62 
Mele VASIONESE LOMA ernie a tiaicdnalce aie ave ite sues sci naee one 100 
Wactliinicleanen wm tics coronene care wena ce celeron 29 
Washiiguniachiesmrn econ: coon ns acct cee 80 


When per cent of unemployed households with buying plans is equal to the per cent 
of all households having such plans, the entry is 100 


Source: Tae ConreRENCE Boarp 


frequency of buying plans among households with un- 
employed heads and all households. (Where this inci- 
dence is the same, the ratio shown in table 23 is 100; 
where it is less for the unemployed, the ratio is less than 
100, etc.) Since the unemployed represent a small frac- 
tion of total households, their buying plans are subject 
to wide sampling fluctuations. 

The data in table 23 should therefore not be sifted too 
finely. It is safe to say, however, that households with 
unemployed heads have buying plans in more than 
nominal numbers. Thus the fact that unemployment 
does not mean that household planning decisions stop is 
significant for any appraisal of the consumer market. 
The sharp improvement in expected as compared with 
past financial conditions indicates an optimism among 
the unemployed that is reflected in their having any 


buying plans at all. The time lag between the securing 
of employment and actual purchases of consumer dura- 
bles may then be relatively short. 

As could be expected, buying plans of the unemployed 
for new automobiles were substantially lower than cor- 
responding plans to buy among al! households. On the 
other hand, buying plans for used automobiles on the 
part of the unemployed were actually higher than those 
for all households. While much if not all or more of 
this difference can be attributed to sampling error, the 
data do seem to suggest that the unemployed have buy- 
ing plans for used automobiles in relatively large num- 
bers. The presence of other employed members of the 
household may in part explain the existence of these 
buying plans among the unemployed. To the extent 
that more than frictional unemployment continues and 
additional observations become available in succeeding 
months. the impact of unemployment on buying plans 
will be further explored. 


Research Agenda for Buying Plans 


The purpose of this initial report on the continuing 
survey of buying plans is to present the type of material 
collected, the problems encountered in interpreting the 
limited data at hand, and the lines of further investiga- 
tion made possible by the interviewing of individual 
households throughout the year. 

The present approach can be distinguished from 
others in the field by its emphasis on interviewing fifty- 
two weeks a year in fairly sizable numbers and the six 
months’ time dimension of the buying plan. To aid in 
clarifying the relationships between buying plans and 
actual market performance, a comprehensive program 
of repeat interviews, covering those households who had 
reported buying plans in earlier months, is under way. 
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These repeat calls will be confined for a period to auto- 
mobiles, homes, and certain appliances such as refrigera- 
tors, washing machines and clothes dryers. 

Since interviewing is done weekly, experimentation is 
being carried out with moving averages of weekly data 
on buying plans. It may be found that analysis of buy- 
ing plans in terms of moving averages is more sensitive 
than that of calendar months or quarters. 

For each of the consumer durables, information is 
secured on possession and date of last purchase. This 
makes possible an analysis of the replacement market, 
and may also furnish a current series of recent pur- 
chases, by units, in each of the consumer appliance 
fields, which is a major area of weakness in our current 
intelligence. (This is in addition to such information for 
clothing and vacations, as has already been mentioned.) 
Relationships between past purchases and future plans 
will be explored. 

The dating of the buying plan will add an additional 
dimension, which should prove useful as a separate 
variable foreshadowing future purchases. Considerable 
experience will be required before this becomes possible, 
but the possible rewards are great. 

The relationship between attitudes and buying plans 
can be explored in depth, particularly through the use 
of call-backs on households with buying plans after the 
six months’ period is over. Given the relatively large 
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sample used in the survey and the possibility of combin- 
ing any number of months that is justified, detailed 
cross Classifications in this area become possible for the 
first time. 

The opportunities to explore relationships between 
demographic, economic, and attitudinal attributes with 
buying plans are almost endless. For this purpose, it is 
planned to place the basic interviews in a form in which 
they can be treated by a modern, high-speed electronic 
computer. 

In the final analysis, the success of this buying plans 
survey will depend upon how it foreshadows future 
activity in consumer markets. The approach followed by 
the present survey focuses attention upon the short 
term, namely six months, and continued sampling. When 
the influence of seasonal variations in the formation of 
plans is better understood, the relationship between 
plans and spending can be better appraised. The test of 
the survey lies not in its prediction of actual numbers 
of buying plans but in its usefulness as an indication of 
change and some notion of the magnitude of the change. 
Comparison will then be possible between buying plans 
and actual market behavior. Toward this goal, the con- 
sumer buying plans survey will continually strive. 

Morris CoHEN 
Martin R. GaInspruGH 
Office of the Chief Economist 


Announcements of Mergers and Acquisitions, August 11, 1958—September 10, 1958' 


Acquirer 
Description and Assets in Millions 


Acme Precision Products, Inc. ($5.6) 
Tools, dies, jigs, fixtures, aircraft 
ground support equipment and other 
equipments mfr. 


Acquired Unit 
Description and Assets in Millions 


Cal-Tronics, Inc. (over $.3)* 
Electronics mfr. 


Beatrice Foods Co. ($86.6) 


Acquirer 


Acquired Unit 
Description and assets in millions 


Description and assets in millions 


Squire Dingee Co. (over $.5)* 
Pickles, jellies and preserves mfr, 


Dairy and food products mfr. 
ees Brown-Miller Co. (over $1.0)** 


Advertising Publications, Inc. (n.c.) 
Trade magazine publisher 


Alaska Juneau Gold Mining Co. ($19.2) 
Gold mine owner and automotive 
parts mfr. 


American Express Co. ($667.6) 
Money order and travelers cheque 
service operator and field warehouse 
operator 

American Logging Tool Corp. (n.a.) 
Sub. of Broderick & Bascom Rope 


0.) 
Logging tools mfr. 


American Loose Leaf Corp. (over $.1)* 
Loose leaf devices and binders mfr. 


Arrow Spice & Food Co. (n.a.) 


Associated Stationers Supply Co. (n.a.) 
(Sub. of Horder’s, Inc.) 
Wholesale stationer 


Avis, Inc. (n.a.) 
Automobile and truck rental concern 


L. S. Ayres & Co. ($23.0) 
Department store operator 
(Indianapolis, Ind.) 

Baumritter Corp. (n.a.) 
Furniture mfr. 


Bay Petroleum Corp. (n.a.) ear 
Sub. of Tennessee Gas Transmission 


0. 
Oil refiner and marketer 
A. J. Bayless Markets, Inc. ($8.2) 


“Advertising Agency Magazine” a 
(Published by Moore Publishing Co. 
Trade magazine 

Fletcher Aviation Corp. (over $1.0)* 
Aircraft parts and accessories mfr. 


Universal Travelcard (n.a.) 
(Sponsored by American Hotel Asso- 
ciation) 
Credit card service 
Warren Axe & Tool Co. (over $.5)* 
Principal assets and mfg. business of) 
ogging tools, handles, drop forgings, 
etc., mfr. 
Sperry Rand Corp. 
Bindery Dept. of Remington Rand 
iv. of) (n.a.) | q 
Catalog and price book covers, in- 
dexes and record-keeping binders mfr. 
Arkansas Charcoal Co. (n.a.) 
Charcoal mfr. 
Will Winnes Co. (n.a.) 
Wholesale stationer (Cincinnati,Ohio) 


U-Drive-It Co. ($4.0)? 
Automobile and truck rental concern 


John Bressmer Co. (n.a.) 
Department store operator 
(Springfield, Ill.) 

Thuma Mfg. Co. (n.a.) 


Hi-Way OilCo. 
(Marketing facilities of) (n.a.) 


Big Camel Markets, Ine. (n.a.) 


Supermarket chain operator (Arizona) Supermarket operator (Arizona) 
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Borg-Warner Corp. 
(Byron Jackson Div. of) (n.a.) 


Bowen Itco, Inc. (n.a.) 


Bowman Dairy Co. (n.a.) 


C. Brewer & Co., Ltd. (Hawaii) ($50.9) 
Sugar plantation operator and insur- 
ance agent 

E. L. Bruce Co. ($16.3) 

Hardwood flooring mfr. 

Charles J. Charney & Co., Inc. (n.a.) 
Advertising agency 

Chisholm-Ryder Co., Inc. (over $1.0)* 
Food processing equipment mfr. 


Coast-to-Coast Stores Central 
Organization, Ine. (n.a.) | 
Wholesale hardware distributor 


(Affiliate of Squire Dingee Co.) 
Mustard and pickles mfr. . 
Lutz & Schramm, Inc. (over $1.0)* 
(Affiliate of Squire Dingee Co.) 
Food products mfr. 
Northam Electronics, Inc. Near 
(Sub. of Norris Thermador Corp.) 
or meteorological instruments 
r 
S. R. Brown Co. (n.a.) 
Oil field specialty tools mfr. 
Fairmont Foods Co. , ‘ 
Milk and ice cream business in 
columbus, Ohio of) (n.a.) 
P. S. Pell & Co. (n.a.) 
Industrial machinery mfr. 


Welsh Plywood Corp. (n.a.) 
Hardwood plywood wall paneling mfr. 
Carl 8. Leeds Co. (n.a.) 
Advertising agency 
International Filling Machine Corp. 
(over $.1)* M 
Liquid-filling machinery mfr. 
Marshall-Wells Co. 
(Portland, Oregon div, of) (n.a.) 
Wholesale hardware distributor 


* Estimated minimum capital from ‘Thomas’ Register of American Manu- 


facturers, 1958” 


1See The Conference Board Business Record, November, 1957, for sources 


and methods used 


2 Purchase price, New York Herald Tribune, September 5, 1958 
%* Estimated minimum capital from ‘Thomas’ Wholesale Grocery and 


Kindred Trades Register, 1958” 


[Continued on page 492] 


Business Highlights: 


The Car Market and Recovery 


“The influence of general business on the automobile market is much greater than the 
influence of the automobile market on general business” 


activity that runs from late fall through Christ- 

mas, the strength of the business cycle recovery 
is apparent in most markets. With here and there a 
strike (copper, automobiles) to whet the appetites of 
buyers, the attitude toward inventories has continued 
its progressive reversal from weakness into strength, and 
the rate of inventory change, as recorded in the gross 
national product, is evidently in the process of turning 
positive. 

The rate of retail trade in September and October 
was certainly encouraging, although it was not yet at a 
level that could be called a retail boom. Department 
store sales, if somewhat below the erratically high sea- 
sonally adjusted levels reached in July and August, 
continued strong. Forestalling a complete recovery in 
the general retail sales total was a slack automobile 
market, which probably reflected in some degree the 
scarcity of 1958 models and shortages of 1959 models 
induced by strikes. 

Personal income is continuing to rise in the fourth 
quarter, although perhaps at a rate somewhat lower 
than in the third quarter, when substantial (and retro- 
active) pay increases were granted by government. 
Going into November, the picture in the retail sector is 
relatively strong despite the poor performance of auto- 
mobiles thus far; sales rates are already good, and the 
trend of income augurs a further advance. 


Capital Goods Market 


The capital goods market somewhat resembles the 
retail situation in that the relevant income flow has 
begun to improve faster than spending itself. There is 
little question that corporate profits are now advancing, 
and at a healthy rate. In addition, inventory liquidation 
has generated a large volume of cash, depreciation al- 
lowances are still rising, corporate tax payments are 
beginning to reflect the relatively low earnings of 1958, 
and cash outlays for current capital expenditures are 
still depressed. The result is a rapid improvement in the 
cash position of the corporate sector. Corporate liquid- 
ity (on a rough seasonal adjustment) apparently began 
to improve as early as the second quarter. Even though 
the rate of retained earnings was still sharply depressed, 
inventory reduction began to aid corporate liquidity as 
early as the second quarter. The market for plant and 
equipment has thus been subjected for some time to 
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important beneficial influences. Rising profits are now 
providing the incentive for investment, while improving 
liquidity is providing the means. This is far from arguing 
that capital spending is about to undergo a rapid return 
to the levels reached in 1957. It does argue, however, 
that the direction of spending in 1959 is much more 
likely to be up than down from the current $30-billion 
rate of plant and equipment outlays. 

With all of these influences pointing toward favorable 
developments in 1959, there remains one large market 
that is still wide open to question. That is the market for 
automobiles, and the question is how much it is likely 
to recover. 


Automobiles and Other Markets 


It should be said, at the outset, that the automobile 
industry, while unquestionably a significant element in 
total business conditions, is something less than the 
entire economy. In fact, the influence of general business 
on the automobile market is very much greater than the 
influence of the automobile market on general business. 
This suggests that the future course of the automobile 
market is perhaps less important for many nonautomo- 
tive industries than it is often made out to be at this 
time of the year. It also suggests, in view of the generous 
uptrends in other areas of business, that he is a brave 
man who would forecast no improvement in automo- 
biles in 1959. 

Nevertheless, the trajectory of the new-car curve in 
1959 is perhaps the outstanding area of doubt with 
regard to the near-term trend of business. Part of the 
fascination of the subject lies in the altogether hor- 
rendous possible error that faces the forecaster when he 
turns his attention to automobiles. One can predict an 
increase of 60% or more in new-car sales in 1959 over 
1958, and still argue that the forecast is moderate since 
it envisions no greater sales than were actually achieved 
four years ago. In the intervening four years, the scrap- 
page rate has evidently risen by about a half-million 
cars a year; if the growth of cars on the road in 1959 
were to equal the growth in 1955, even in absolute 
terms, something very close to an eight-million car year 
would lie ahead. 

On the other hand, it cannot be called an accident 
that the present sales rate has run only at 4.6 million, 
and no entirely satisfactory explanation for the decline 
has yet been adduced. If one were to give heavy weight 
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to a proxy variable representing all of the wnknown rea- 
sons for the sales rate having fallen so low, a 1959 
forecast below 5 million would also be possible. 

Having to come to grips with a market in which the 
possible error is of such panoramic dimensions is a 
nervous way of making a living. By the same token, 
however, a major error in the automobile forecast for 
1959 would doubtless result in a significant error in the 
forecast for the total. 

On the surface at least, the automobile outlook would 
appear to be bright. While the record is somewhat 
obscured by the existence of unusual backlog demands 
for automobiles in the first decade after World War II, 
it is widely agreed that the automobile industry re- 
sponds with great volatility to the business cycle. A 
substantial portion of the drop of the market in 1958 
can no doubt be attributed to recession itself; and the 
power of the recovery to revive the selling rate would 
seem to be equally substantial. 

Equations such as those of Tom CONFERENCE Boarp, 
which calculate the size of the new-car market by relat- 
ing it to other economic variables, place considerable 
weight on such factors as income and employment. 
These factors are now rising and will doubtless continue 
to rise for several more quarters. In addition, the capital 
losses in security markets, which may have exerted 
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downward pressure on new-car sales during the 1958 
model-year, have by now been fully restored. 


Extent of Deferred Demand 


Even apart from the causes of the decline in the 
automobile market in 1958, the size of the decline itself 
has been such as to suggest an accumulation of deferred 
demand available to the 1959 models. The net growth 
of cars on the road in 1958 has apparently been in the 
neighborhood of 700,000, or roughly one third the rate 
of growth in the two preceding years, and one fourth the 
rate of growth in the three preceding years (about half 
of the 1958 growth has evidently been accounted for by 
imports). For the first time in the decade of the Fifties, 
the net increase in car stock has evidently been less 
in 1958 than the increase in the number of households, 
or spending units. 

The low rate of automotive production and sales in 
1958 has also generated the usual compensatory re- 
sponses within the automobile market. The low volume 
of trade-ins associated with the low selling rate in 1958 
has restricted the supply of late-model used cars, and 
supported their prices at levels considerably above those 
prevailing a year earlier. As a result, the prospective 
buyer of a new car can hope for a somewhat higher 
trade-in value attached to his old car, and the higher 
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Instalment Extensions Expand 
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value of used cars makes them temporarily less attrac- 
tive as alternatives to new cars. If one were to judge the 
1959 new-car market solely on conditions prevailing in 
the used-car market, one would be inclined to forecast 
a very considerable improvement indeed. 

On still other grounds the automobile outlook looks 
favorable, even if not something to be wildly optimistic 
about. Cars whose combined sales volume in recent 
years have exceeded 50% of the market have been 
totally redesigned for 1959. The changes in the other 
50% of the market seem to distribute themselves 
normally in the usual gamut from slight change to 
massive face lift. On the whole, the degree of style 
change in 1959 is perhaps somewhat greater than the 
average for the past half decade. 

If only the aforementioned factors bearing on the 
new-car market were to be summarized in a forecast, a 
relatively high projection of automotive production and 
sales in 1959 would unquestionably result. Such a 
partial determination of the automobile outlook has 
special significance, because it suggests that less favor- 
able influences are also playing a role in the national 
appraisal of the automobile outlook. For most fore- 
casters have placed the market at well below 6.5 million; 


they have avoided going even as high as they did in 
their preliminary forecasts for 1956 and 1957. _ 

Why is there this reluctance to give full weight to 
those fundamental aspects of automobile forecasting on 
which the industry has traditionally rested its forecast- 
ing practices? The answer seems to lie in two directions. 
In the first place, while the degree of style change 1s 
perhaps more than average, there is much uncertainty 
as to its direction. In some measure, the industry’s 
stylists, and its advertising directors, make the Amer- 
ican taste for automobiles. But they hardly make it in 
its entirety. 

A Gap of Some Significance? 

Many forecasters are beset with forebodings that re- 
cent trends of style, on the one hand, and of public 
preferences, on the other hand, have opened a gap of 
some significance. Whether this gap exists is hard to 
demonstrate, but the rise of imported cars in the Amer- 
ican market can be treated as evidence that American 
producers have vacated a price and style bracket in 
which they formerly sold cars. 

The two smaller companies in the automobile assem- 
bly industry have just staked their future on the theory 
that the gap exists. It is impossible to put any quantita- 
tive estimate on the size of any such gap. But if it 
exists, it is important to note that it is a style gap as well 
as a price gap. Style preferences carry a suggestion not 
merely of a shifting margin of response to price changes, 
but a change in mass behavior that might have sig- 
nificant market influence. 

A second ground for hesitancy about the 1959 auto- 
mobile market concerns the heavy involvement of the 
market with consumer credit. The volume of consumer 
credit outstanding in 1958 has actually declined slightly, 
as calculated on a seasonally adjusted basis. At the same 
time, disposable personal income has risen so that the 
percentage relationship of outstanding credit to income 
has declined modestly. The average length of term of in- 
stalment debt has not changed appreciably during the 
year, and so the decline in the relationship of debt to 
income has been paralleled by a decline in the relation- 
ship of credit repayments to income. This relationship is 
now at about 13% as compared with about 13814% at its 
peak at the end of 1957. Nevertheless, the percentage of 
disposable income now required for servicing instalment 
credit is considerably higher than it was in early 1955, 
and the average length of term is considerably longer. 
The lightening of the credit burden during 1958 has thus 
eliminated only a very small fraction of the weight 
added to the burden in the years 1955 through 1957. 

Instalment debt on automobile paper has declined 
sharply over the past year, but there may be some 
significance in the fact that this decline has been almost 
exactly offset by an expansion in personal (unsecured) 
loans,! principally at commercial banks and credit un- 


1 An unknown, but doubtless large, proportion of personal loans 
find their way into the automobile market. The sales volume so 
generated is, of course, reflected in the current selling rate 
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ions. This suggests that widening uses of credit have to 
some degree captured a portion of the borrowing capac- 
ity which consumers formerly allocated to the automo- 
bile market. 

Recently, the net rate of liquidation of instalment 
credit has slowed considerably, and the most current 
figure points to an approximate balance between ex- 
pansions and repayments. However, the balance has 
been struck under conditions of a net liquidation of 
automobile debt at an annual rate of about $1.2 billion. 

The current dollar volume of expansions and repay- 
ments of debt is now consistent with a new-car sales 
volume of something less than 5 million cars, assuming 
no change in the present composition of borrowings as 
between automobiles, other consumer goods and per- 
sonal loans. It is altogether reasonable to expect that 
the volume of extensions will rise in ensuing months as 
employment and incomes respond further to the busi- 
ness cycle recovery; indeed, extensions have been rising 
fairly rapidly over the past four or five months. But 
given the widening uses of credit for other than automo- 
biles and the improbability that the average length of 
terms on automotive credit will rise, as it did so sharply 
in 1955, there is considerable uncertainty whether auto- 
mobile sales will benefit greatly from a new burst of debt 
formation in the year ahead. 


Tracking the Market 


According to the Federal Reserve’s Survey of Con- 
sumer Finances, there are about 17 million spending 
units that own no automobiles. Of this unsaturated 
portion of the market, about 14.5 million had incomes 
below $5,000 in 1957. Judging from the skewed distribu- 
tion of liquid asset holdings, the great bulk of these 
families would doubtless be dependent upon credit ex- 
tensions for the purchase of a new car. Roughly half of 
these spending units apparently had no personal debt, 
but whether they represent an available market for new 
cars depends upon a number of other factors: their 
eredit worthiness, their age, their geographic distribu- 
tion as between urban and rural areas, and their eco- 
nomic distribution as between agricultural and non- 
agricultural occupations. 

About 2144 million families with incomes of over 
$5,000 do not own cars. Most liquid asset holdings 
belong to these income groups, and about one third of 
them apparently have no personal debt. On these 
grounds, there would appear to be a substantial number 
of potential buyers on these levels. But again considera- 
tions other than incomes, assets and debts evidently 
account for their failure to acquire a car up to now, and 
further penetration in these groups is not likely to be 
sudden or rapid. 

Finally, there are about 34 million families in posses- 
sion of an automobile who are potential entrants into 
the category of two-car families. There are still more 
than 6 million families with incomes over $7,500 who own 
only one car (and about half a million who own no car). 
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While this thin scattering of evidence is hardly con- 
clusive, it suggests that net growth in the total stock of 
automobiles is now fairly closely linked to the rate of 
increase in the number of two-car families. In fact, one 
of the striking aspects of the decline of the automobile 
market since its 1955 heyday has been a slowing in the 
rate of increase in the number of two-car families. 
Judging from the Federal Reserve’s figures, there was no 
increase at all in 1957. At best, a small increase (perhaps 


(Text continued on page 490) 


Diffusion Index Continues Upward 


Continuing its recovery in September, THE Con¥FER- 
ENCE Boarnp’s diffusion index rose for the fifth month in 
a row, and registered its sharpest increase since mid- 
1955. Preliminary estimates place the index at +3.75, 
as compared with +1.83 in August and +1.00 in July. 
The substantial September upturn was largely owing to 
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a rise in freight carloadings and a decline in business 
failures; both of these series improved in September 
after remaining at depressed levels since early 1957. 
September also saw all twelve components of the index 
rising for the first time since January, 1955. 

The diffusion method of summarizing the behavior of 
a large number of individual indicators is described in 
the Board’s Technical Paper Number Five, “Cyclical 
Diffusion: A New Tool for Business Analysis.” A revi- 
sion of the original index, as described in the Technical 
Paper, appeared in the May, 1957, issue of The Business 
Record.—J.R. 


September Retail Prices Up Slightly 


CONSUMER PRICES were relatively stable in September, 
according to THE CoNFERENCE Boarp’s index of consumer 
prices. A slight rise of 0.1% brought the September, 1958, all- 
items index for the United States to 107.5 (1953 =100), which 
was 2.1% above the September, 1957, level. 

The purchasing power of the consumer dollar in September 
dropped to 93.0 cents (1953 dollar=100 cents), down 0.1 cent 
from August. Compared with a year ago, the September, 1958, 
dollar bought two cents worth less in goods and services. 


Changes in Food Costs 


Over the month, retail costs of food were down 0.1%, but 
this decline was offset by increases of 0.2% for both apparel 
and sundries. Housing prices continued slowly upward, in- 
creasing 0.1%; the transportation group remained unchanged. 

The downward trend of food prices, started in July, 1958, 
continued in September, but with diminishing force. Substan- 


prices of eggs up 5.4%, and milk up 0.7%. The cost of cereal 
and bakery products increased slightly, reflecting a hike of 
0.8% hike in bread prices. 


The Other Groups 


The apparel and sundries groups, each up 0.2%, registered 
the largest increases. The seasonal advance in apparel prices, 
concentrated in the outerwear groups, gave the main impetus 
to the apparel index. Clothing materia!, apparel cleaning and 
shoe repair costs were up only fractionally. 

The sundries index was 0.2% higher, the rise abetted by 
0.5% higher medical care costs and an increase in the cost of 
personal care items. Recreation and newspaper costs remained 
unchanged, with a slight decrease reported for alcoholic 
beverages. 

Seasonally high fuel prices combined with advances in 
housefurnishings and home repairs and improvements can- 
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tial price hikes for dairy products and eggs kept the food in- 
dex from slipping more than 0.1%. The dip in food prices 
came as fresh fruits and vegetables continued their seasonal 
decline, Potatoes, although well above the price a year ago, 
were down again in September. The total drop in the price of 
this produce since May, 1958, has been 20.1%. The meat, fish 
and poultry index was down 0.4%. Outstanding was the re- 
versal of the upward trend in pork prices which declined 0.8%; 
beef prices were also down slightly. Poultry, with prices down 
2.4%, continued to be a bargain, the current price being 4.0% 
below those a year ago. The “other” food group was down 
0.5% as coffee, fats and oil prices continued to be cut. A de- 
cline of 2.0% in coffee prices, the largest for the year, made 
that commodity 12.0% cheaper than in September, 1957. 
The dairy products and egg index advanced 1.5%, with 
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celed a slight decrease in heavy appliance prices, and were 
responsible for the higher housing index. 

Transportation costs were unchanged; higher public trans- 
portation rates were offset by seasonally lower prices on new 
cars as the market awaited the new-car models. On the other 
hand, the used-car market exhibited continued strength with 
prices 0.3% higher. 

Compared with a year ago, costs were higher in all major 
areas of consumer spending. Food was 3.4% more expensive 
than a year earlier, with meat, fish and poultry as much as 
7.5% above September, 1957. The next largest increase was 
2.6% in transportation. Sundries costs rose 2.5%, housing 
0.9%, and apparel 0.3%. 

Lrona D. Lewis 
Division of Consumer Economics 
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A Text-and-chart Feature 


ACTIVITY IN HOUSING 


EVERSING a three-year lag in residential con- 
struction, housing activity soared in the first nine 
months of 1958, and the industry is now back to 

levels of late 1955 (see chart). Such leading series as 
applications for government-guaranteed mortgages and 
contract awards for new residential building suggest 
that housing has gained enough momentum to maintain 
present activity levels through the rest of 1958 and into 
early 1959. 

Mortgage money eased late last year and in the early 
months of 1958, giving the initial stimulus to the rise in 
housing starts. Legislative changes made in FHA and 
VA programs have also given significant support to 
housing this year, while increases in public housing, 
particularly military housing, added strength to resi- 
dential totals. Rental housing continued to take a larger 
share of the total—a trend which has been in evidence 
since 1956. 

Housing starts have been more volatile in the postwar 
years than industrial production, and have tended to 
lead general business activity at the postwar turning 
points (see chart). Housing in 1958 has very closely 
paralleled performances in the two earlier postwar 
recessions (see chart). In all three postwar business 
cycle troughs—1949, 1954, and 1958—housing starts 
turned up sooner, and rebounded to their prerecession 
peaks much faster, than did industrial production. 


Postwar Pattern 


In the 1948-1949 recession, private housing starts 
began to slide in May, 1948, while industrial production 
held up through autumn, heading down in November, 
1948. In the first half of 1949, starts ran at an annual 
rate, seasonally adjusted, of 850,000, which was about 
11% below the like period of 1948. In the second half of 
1949, starts shot up to an annual rate of 1.1 million, a 
good 30% above the first-half rate, and set a new post- 
war high for home building. 

Industrial production did not regain tts prerecession 
peak until April, 1950. 

There was little hesitation in housing activity in the 
1953-1954 recession. Starts began to ease in May, 1953, 
and industrial production turned down in August. In 
1954, starts were at a 1.1-million annual rate, seasonally 
adjusted, in the first half, which was the same as in the 
first half of 1953. Starts in the second half of 1954 
jumped to 1.3 million (annual rate), and to 1.4 million 
in December, figures that were very close to the record 
highs set in 1950. 

The production index did not recover uts prerecession 
high until March, 1958. 


NOVEMBER, 1958 


By late 1955, housing was showing distinct signs of 
weakening. As industrial production and general busi- 
hess activity continued to post new highs throughout 
1956 and the first half of 1957, housing lagged, starts 
varying narrowly in a range of 900,000 to 1 million 
(annual rate) over most of the period. When, however, 
industrial production began to slip in the last six months 
of 1957, housing starts brightened a bit, running at a 
slightly higher rate than in the first half. Although early 
1958 brought a brief reversal, owing in part to adverse 
weather conditions, in April, as industrial production 
hit a low, housing starts began to climb. By the third 
quarter, starts were running close to 1.2 million. This 
annual rate was 24% above the low in the first quarter 
of 1958, 15% above the same 1957 quarter, and the best 
quarterly performance in housing since the last quarter 
of 1955. Industrial production, also heading up by the 
third quarter, was running about 9% above its April 
low, but still about 5.5% below its prerecession high. 

Postwar cycles in housing have varied from postwar 
production cycles both as to timing and amplitude. 
Housing cycles have tended to lead the turns in produc- 
tion, and at times like the 1956-1957 period have moved 
in the opposite direction. The amplitude of the swings in 
housing has also tended to be much wider than the 
swings in production (see chart). Explanations of these 
differences in timing and amplitude tend to highlight the 
special factors that have been importantly influencing 
housing in the postwar years. 


Mortgage Money and Housing 


The timing of the postwar cycles in housing has in 
large measure reflected the availability of mortgage 
money. Home sales, with an extremely high percentage 
of purchases dependent on credit, are extremely sensi- 
tive to shifts in the availability of mortgage money. All 
three of the major surges in postwar housing—1949, 
1954, and 1958—were initiated in periods of relative 
ease in funds for mortgages. 

Increased availability of mortgage money near the 
trough of the business cycle is typical of postwar cycles. 
Reduced activity and the accompanying decline in 
general demand for credit tend to favor mortgage lend- 
ing, with its relatively stable interest rates. The govern- 
ment has typically, through its secondary mortgage 
market operations and guaranteed mortgage programs, 
moved since the war to make mortgage funds easier in 
times of slack business activity. 

One indication of ease in mortgage money comes from 
the secondary mortgage market operations of the Fed- 
eral National Mortgage Association (Fannie Mae). 
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When “Fannie Mae” is able to make large sales of 
mortgages from its holdings, private investors inter- 
ested in holding mortgages are usually having difficul- 
ties in placing all their funds. As new housing activity 
generates new mortgages, with generally more attrac- 
tive terms, and as the demand for funds improves with 
business recovery, Fannie Mae sales fall off. The three 
major surges in mortgage sales by Fannie Mae in the 
postwar period have coincided with the beginnings of 
the three big expansions in housing starts (see chart). 

In the third quarter of 1958, sales of mortgages by 
Fannie Mae fell sharply from their second-quarter peak 
rate, suggesting that the period of easy mortgage money 
has been relatively short in the 1958 housing boom. 

There were other symptoms of tightness in mortgage 
markets by the end of the third quarter. Mortgage 
recordings of $20,000 or less, after lagging behind a year 
ago in the first five months of 1958, rose sharply in June 
and July, the number of recordings in July being higher 
than in the same months of 1956 and 1957. 

Applications for direct loans under the government 
program for veterans in rural areas were up in the third 
quarter, indicating that rural veterans were finding it 
difficult to place their fixed interest VA loans with 
private lenders. 

Financing of existing housing, usually the first to feel 
the pinch in a tightening mortgage market, has appar- 
ently experienced some slowdown. Applications for 
FHA and VA appraisals on existing houses were at 
record levels earlier this year. Since July, these applica- 
tions have been declining. 

Finally, applications for government commitments on 
proposed new homes have been edging down, after 
reaching a peak in May. 

All these developments point to a sizable shift in the 
availability of mortgage funds since the second quarter 
of this year. Commitments already made would seem to 
assure the continuation of present activity rates well 
into next year, but the evidence suggests that the avail- 


ability of mortgage money will be one of the most 
important factors in the 1959 housing market. 


VA-FHA and Housing 


Much of the amplitude of the swings in postwar 
housing can be traced to shifts in the VA and FHA 
programs. Housing starts financed by conventional 
mortgages have been fairly stable since 1950, varying 
narrowly in a range of 600,000 to 700,000 starts a year.’ 
Conventional starts have accounted for more than 50% 
of private housing starts in every year since 1950, 
except in the 1955 boom (see chart). 

In the same years, the number of starts under VA 
or FHA inspection has varied widely (see chart). 
Private housing starts rose by some 133,000 between 
1953 and 1954, while VA-FHA starts were up almost 
175,000, offsetting a slight decline in conventional 
starts. In 1957, when housing was depressed, private 
starts ran some 320,000 below their 1955 total, with 
VA-FHA starts down by almost 375,000 (the decline in 
starts under the government programs being partially 
offset by an increase in conventional starts). 

Besides accounting for most of the amplitude of the 
swings in postwar housing, the government-guaranteed 
programs have also exerted indirect influence on the 
timing of the housing cycles through their impact on the 
availability of mortgage money, especially in recovery 
years. Legislative changes in each of the postwar re- 

1 Prior to mid-1950, VA starts were lumped with conventional 
starts, making comparisons with the early postwar years impossible. 


Partially estimated figures for 1950 show the VA-FHA total at a 
record 686,700 starts for the year, or about 51% of private starts 
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Applications for Government-Guaranteed Mortgages on New Housing 
Tend To Lead Starts by Two or Three Months 


Applications adjusted for double filing 
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coveries have made government-guaranteed mortgages 
more attractive to lenders, or to borrowers, or to both— 
a fact that helps to explain the ability of housing to 
rise in the face of a general business decline. 

Congressional action late last year on FHA terms and 
on the VA program early this year laid the groundwork 
for the sharp rise in appraisal requests in the first nine 
months of 1958. Applications for FHA commitments 
rose in January, and starts under FHA inspection began 
to reflect this rise by March. In the first nine months, 
FHA starts ran some 17% above 1957 rates and ac- 
counted for about 26% of all private starts, as compared 
with 17% in 1957 as a whole. 

Requests for VA appraisals did not turn up decisively 
until April, following legislative action. As a result, VA 
starts continued to run behind a year ago through July, 
with only August and September beginning to show 
gains over year-ago rates. VA starts for the first nine 
months have been 23% below the same months a year 
ago, and account for less than 10% of private starts. 

Together, the VA and FHA programs have accounted 
for a little more than 35% of private housing starts in 
the first nine months. Conventional starts, with 65% 
as compared with 70% for 1957 as a whole, will probably 
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for new housing at all price levels, and a notable drop in 
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ration its dwindling commitment authority. Agreements 
to insure would leave the funds uncommitted until a 
sale had been consummated. Funds would thereupon be 


committed, provided they were still available. Whether 
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reporting more starts in the $13,500-and-under range 
than last year. Lower average selling prices this year 
have reflected economies—smaller lots, fewer square 
feet—as well as some improvement in building costs. 
There have been few significant drops in the prices of 
materials or labor, and the broad indexes of building 
costs have begun to rise again in the third quarter. 


Rental Housing Raises Its Share 


Rental-type housing, two-family houses and multi- 
unit apartment houses have been gaining faster in 1958 
than one-family houses. Through June (the latest 
month for which such a breakdown is available), rental 
starts were accounting for about one out of every five 
public-and-private housing starts. Contract award fig- 
ures for residential building, as reported by F. W. 
Dodge, show the number of apartments up 30% and 
two-family units up 22% over 1957 levels in the first 
eight months of 1958. In the same period, one-family 
awards were up only 3% from a year ago. 

The shift to rental starts was clearly in evidence by 
1957 (see chart). The prominence of rental starts in this 
year’s housing totals is in sharp contrast to the housing 
boom in 1955 when rental starts were accounting for 
only about 10% of total starts. Rental starts have bene- 
fited to some degree from the easing of FHA terms, with 
starts in projects under FHA inspection running 34% 
ahead of a year ago in the first six months. But total 
project starts under FHA inspection have accounted for 
only about 11% of the 86,000 multi-unit houses started 
in the first six months of this year. 

Scattered reports suggest that the sharp rise in rental- 
type starts has not been limited to any one geographical 
area or region. The renewed interest in rental-type 
housing in the past two years is looked on as a growing 
factor in the housing market over the next few years 
by some construction specialists. 

Population trends tend to favor rental housing. Child- 
less couples, both at the older and younger ends of the 
scale, have been increasing in number faster than 
couples with children, and this trend is expected to 
continue into the Sixties. Young married and retired 
couples tend to favor apartment living, with its rela- 
tively fewer responsibilities. The number of persons 
reaching thirty-five years of age will be declining 
steadily between now and the late Sixties, while the 
number of persons reaching twenty years of age will be 
rising. Since the majority of homes are purchased by 
family heads of thirty-five years of age and up, this 
could work against single-family starts. 

In some areas, small and as yet limited in-migration 
to the cities from the suburbs has stimulated some of 
the interest in rental building. Rising land prices and 
dwindling amounts of vacant land in locations readily 
accessible to metropolitan areas have also been credited 
with some of the renewed interest in rental building. 


Rosert H. Persons 
Division of Business Analysis 
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1958 CROPS 
POUR INTO CCC 


HE United States is one of the few countries in the 
world where a record farm output is regarded with 
some dismay. Total production of agricultural com- 
modities in 1958, according to the October 1 estimate of 
the Department of Agriculture, will be 8% greater than 
the previous peak last year, one of the largest year-to- 
year gains on record. A 10% rise in crop production 
accounts for most of the increase; output of livestock 
and livestock products has risen only 2.5% above 1957. 
The increased output of crops has occurred despite a 
small cutback in total acreage—yield per acre rose 11% 
from 1957 to 1958. Unhappily, most of the expansion in 
crop output has taken place among products already in 
oversupply. The current prospect is thus for a rise in 
government accumulation of farm products, reversing 
the trend of the past two years. 

The Commodity Credit Corporation’s investment in 
price support (the amount pledged for loans plus the 
value of inventory) receded from $8.9 billion at the end 
of February, 1956, to $7.1 billion as of August 31, 1958, 
owing in part to acreage cutbacks in several commodi- 
ties responsible for the surplus accumulation. The 
amount of new price support declined in the last two 
fiscal years—to $2.7 billion in fiscal 1958 from $3.0 
billion in fiscal 1957, and $3.5 billion in fiscal 1956. 
Heavy export demand for farm products in 1956 and 
1957 was also a deterrent to the CCC pile-up of com- 
modities. Sales from CCC stocks for foreign currencies, 
barter of agricultural products for strategic materials, 
and outright donation have boosted shipments to foreign 
countries with dollar shortages. Competitive pricing of 
commodities owned by the CCC has also been important 
in increasing foreign demand, particularly in the case 
of cotton. In addition, 1956 and 1957 wheat crops in 
Western Europe were impaired by bad weather, spur- 
ring demand for United States supplies. 


Crop Increases 


Wheat production of United States farms rose to a 
record output of 1,449 million bushels, an increase of 
53% over 1957. As a result of this large crop, wheat 
prices have been running below support levels, and 
record quantities have been moving into CCC price 
support. From July 1, 1958, through September, 382 
million bushels of wheat, valued at $700 million, have 
gone into support, compared with 112 million bushels 
in the same three months of 1957, and 258 million 
bushels for the entire fiscal year 1958. > 
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Trend of CCC Investment In Price Support 
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With no substantial increase in prospect for either 
domestic consumption or export of wheat, a consider- 
able buildup of stocks is probable. Judging by the 
quantity which has gone into support during the first 
quarter of the current fiscal year, it is likely that at 
least half of the 1958 wheat crop will go into support 
during fiscal 1959. The price support on such a quantity 
would amount to around $1.4 billion, or nearly triple the 
amount of fiscal 1958. In recent years, about one fourth 
of annual wheat production was placed into support. 
The largest proportion of wheat output ever placed into 
support was 48%, representing 558 million bushels, in 
the 1953 crop year. 

No significant abatement in price-support activity for 
wheat seems likely for the 1959 crop year. The combina- 
tion of minimum acreage allotment and the discontinu- 
ance of the acreage reserve program seems to indicate 
that the acreage of wheat to be harvested in the 1959 
crop year will probably be about 55 million acres, ap- 
proximately the same as in the current year. Unless 
yield per acre, which has been rising steadily in the past 
five years, falls considerably short of the 1958 peak of 
twenty-seven bushels, wheat output in 1959 cannot be 
expected to drop markedly below the 1958 record. A 
growing buildup of wheat surpluses during the next year 
and a half is apparently in the offing. 


Cotton and corn, two other commodities which figure 
prominently in the price support program, have also 
registered production advances in 1958. Output of corn 
this year is estimated at 3,686 million bushels—an all- 
time peak and 8% above 1957. Cotton production for 
1958 is estimated to be around 11,675,000 bales, mate- 
rially below the 1953 record of 16,465,000 bales, but up 
6% from last year. 

A large portion of government holdings of cotton has 
been worked off in recent years, largely through govern- 
ment programs. Government investment in cotton (in 
CCC inventory and pledged for loans) stood at $396 
million on August 31, 1958, compared with $1,422 mil- 
lion on August 31, 1955. Since cotton normally does not 
begin to flow into CCC in heavy quantities until the 
fourth quarter of the year, it is too early to judge the 
amount of cotton which will receive price support during 
the current fiscal year. However, the increased output 
implies that the quantity is likely to be at least as great 
as last year—3.6 million bales, or one third of the total 
1957 crop. 

However, a new surge of cotton accumulation may 
occur during the fiscal year 1960, as a result of the 1959 
crop. A minimum national cotton acreage allotment of 
16 million acres for that year, stipulated in the Agricul- 
tural Act of 1958, will probably mean a burst in output. 


BUSINESS RECORD 


Acreage for harvest in 1958 is estimated at 12 million, or 
25% below the quantity scheduled for 1959. A marked 
rise in cotton output implied by the acreage trend, 
coupled with continued high support levels,! points to a 
sizable increment in government acquisitions of cotton 
during fiscal 1960. 

Corn valued at $450 million went into price support 
in fiscal 1958. The amount was 366 million bushels, or 
a little more than 10% of the 1957 corn crop. Large 
quantities of corn do not normally move into CCC until 
the first quarter of the year, so there is as yet no decisive 
evidence of how much corn will pour into government 
support during the current, fiscal year. However, current 
expansion in output suggests that at least as much corn 
will go into support this year as in the fiscal year 1957. 
This would accentuate an already high government 
investment in corn (see chart). 

On the basis of price support operations for wheat in 
the first quarter of the current fiscal year, and the 
implications for cotton and corn, price support to be 
extended on the 1958 crops of these three commodities 
may well be between $2.5 billion and $3 billion. (Wheat, 
cotton, and corn in recent years made up 60% to 70% 
of the total annual value of farm products placed under 
support.) Other important commodities that have also 
been moving into government support at a significantly 
higher level so far during this fiscal year as compared 


1 Support level for the 1959 cotton crop will be 80% to 90% of 
parity for farm operators who stay within their acreage allotment. 
For the 1958 crop, support is 81% of parity. Farmers who plant as 
much as 40% in excess of their acreage allotments will receive support 
at 65% to 75% of parity 
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with fiscal 1958 are tobacco, flaxseed, oats, soybeans, 
dry edible beans, grain sorghums, and rice. Hence, total 
price support for the 1958 crop may well add up to a 
figure close to the record $4.3 billion extended on the 
1953 crop. 


Effect on Budget Expenditures 


The unexpectedly large crop output this year has 
recently increased estimated fiscal 1959 federal budget 
expenditures for agriculture and agricultural resources 
to $6,392 million from the January, 1958, estimate of 
$4,601 million. The latest figure exceeds that of fiscal 
1958 by 43%, and represents 20% of all federal non- 
defense spending. Expenditures for agriculture have 
comprised between 17% and 20% of federal expenditures 
(excluding major national security) in each year since 
fiscal 1955. In the fiscal years 1948 through 1954, they 
constituted between 3% and 13%. 

In the past few years, price supports and related 
programs to stabilize farm prices and farm income! have 
accounted for 70% to 80% of expenditures for agricul- 
ture and agricultural resources. The remainder is spent 
for conservation of farm land, financing rural electrifica- 
tion and farm ownership, and research. 

Net acquisitions of the CCC (outright purchases plus 
government loans, less sales) appear as government 
purchases in the national accounts. The rise in CCC 
support is an important factor in the increase of govern- 
ment purchases of nondefense goods and services (as 
measured in the gross national product) from $5.9 
billion in the second quarter of the current calendar 
year to $6.5 billion in the third quarter (seasonally ad- 
justed at annual rates). Probabilities are that the $6.5 
billion will be raised in the coming quarters by addition- 
al large government acquisitions of farm commodities. 


Sureey 8. Horrman 
Division of Business Analysis 


1“Under present farm laws these expenditures are likely to con- 
tinue at high levels. Our system of price supports has tended to price 
key farm commodities as if they were scarce, stimulating continued 
production in excess of the quantities that existing markets can take 
at these prices. Controls have not been effective in reducing over-all 
agricultural production, despite the severe restrictions they impose on 
farmers’ freedom to produce and market. As a result, the government 
has become the market for huge quantities of agricultural com- 
modities, and our surplus disposal operations have been greatly ex- 
panded both at home and abroad. Present agricultural policy, there- 
fore, places a heavy burden on taxpayers and complicates our foreign- 
trade relations.” From the “Message of the President,” The Budget 
of the United States Government for the Fiscal Year Ending June 
30, 1959, U. S. Bureau of the Budget, page M48 


Business Bookshelf 


Economic Development—A condensed study of the principles of 
economic growth, with particular reference to underdevel- 
oped countries. By Charles P. Kindleberger. The McGraw- 
Hill Book Company, New York, 1958, 325 pages. $6.50. 


Prosperity Without Inflation—An exploration of the causes of 
inflation and suggestions for public policies to cope with it. 
By Arthur F. Burns. Fordham University Press, New York, 
1957, 88 pages. $2.00. 


IS AUTOMATION 


UTOMATION processes use electronic devices to 
guide machine operations and to transfer mate- 
rials through the processing cycle, operations 

that heretofore involved manual labor. It is clear, there- 
fore, that automation saves labor by reducing man-hour 
input per unit of product. In addition, the man-hours 
required to provide instructions for the automatic 
equipment are far fewer than the direct man-hours of 
the machine operators who have been displaced. It is, 
however, not so obvious whether automation equip- 
ment, on balance, saves capital by reducing its input per 
unit of product. 

While there is point in indicating the specific ways in 
which automation equipment has saved capital, we have 
no basis for weighting the examples to reach a balanced 
judgment. Yet this aspect of automation is important 
enough for us to study in an effort to judge the direction 
of the capital-output ratio in the near future. 

Analysis of the relationship of capital to output in 
manufacturing industries over a long number of years 
indicates that from 1880, the starting point of the esti- 
mates, to the 1910-1920 decade, ever larger amounts of 
real capital were used to produce a unit of output. 
Thereafter, until about 1948, there was a reversal in this 
relationship—less and less real capital was used to 
produce a unit of output. That is, capital became more 
efficient. It seems to be no coincidence that the period 
of the rising capital-output ratio was a period of rela- 
tively rapid rate of expansion in manufactures. Nor is it 
a coincidence that the subsequent period of declining 
capital-output ratio was one of relatively low rates of 
expansion. 


The Rising Ratio Since '48 


Between 1948 and 1956 the rate of expansion was 
again at a relatively high level; and once more the 
capital-output ratio was rising.! This pattern prompts 
the question whether, in the years immediately ahead 
(say the next decade), more, less, or the same amount of 
real capital will be used—as measured in constant 
prices per unit of output over a period of full capacity 
operations. The answer to this question depends in part 
on how much capital the expected technological innova- 
tions will save. These innovations will largely concern 
electronic devices, particularly those grouped under the 
automation label. 

Automation has had its impact on the two major 
components of fixed capital—structures and machinery 
and equipment—and on a major component of working 


CAPITAL SAVING? 


capital, that of inventories. The economy in structures 
is brought about in two ways. Less floor space is re- 
quired because several operations are combined in one 
machine and space for transferring materials in process 
is eliminated. Reduction in floor space entails a reduc- 
tion in lighting and heating requirements. 

For example, according to the testimony of D. J. 
Davis, vice-president—manufacturing, Ford Motor Com- 
pany, as reported in the hearings on “Automation and 
Technological Change” before the Subcommittee on 
Economic Stabilization of the Joint Committee on the 
Economic Report? 


. . » Where plant expansion is involved [there are re- 
ductions] in floor space, lighting and heating requirements. 

‘In some of Ford's new plants, for example, the use of 
automated equipment required 40% less floor space than 
nonautomated machinery and equipment producing the 


same products in the same quantity.” (page 56) 


A University offChicago study of twelve cases of 
automation found that “‘space requirements alone were 
reduced from 12% for printed circuit fabrication to 94% 
for lard rendering, an average for all cases being 59%. 
(Hearings, page 36) 


Less Room Needed for Smaller Work Force 


The other source of economy on space derives from 
the labor-saving feature of automation. The reduction 
in the required labor force may be so great that a given 
plant need not necessarily locate its operations in or 
near large pools of manpower; 7.e., the large cities. In 
these instances, a small town and its environs can pro- 
vide an adequate labor supply; and in these localities 
factory sites are much cheaper than in the large cities. 

This feature of automation can be illustrated by the 
experience of Sylvania Electric Products, Inc. 


"Without mechanization we would never have been 
able to take our work to many small communities because 
their labor force would have been inadequate. We would 
have had to build our plants in large industrial centers, 
instead of Shawnee, Oklahoma, or Burlington, lowa, or 
Fullerton, California.” (Hearings, page 185) 


1 The long-term movements in the capital-output ratio are briefly 
described by Daniel Creamer, “Postwar Trends in the Relation of 
Capital to Output in Manufactures,” American Economic Review, 
eoe and Proceedings,” May, 1958, vol. XLVIII, No. 2, pp. 249- 


2 84th Congress, 1st. Session, October, 1955, hereafter referred to 
as Hearings 
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Regardless of any shifting of site location to smaller 
communities, the reduction in size of working force 
reduces the space required for canteens, rest rooms, and 
other employee amenities. 

There are several aspects of automatic processing that 
suggest the presence of capital-saving effects with 
respect to machinery and equipment. There may be 
savings in materials from which the machines are 
fabricated owing to the combination in one machine of 
operations that previously would have required several 
different machines. On this point, the spokesman for the 
Clearing Machine Corporation observed that for some 
manufacturers: , 


... automatic equipment may reduce total investment as 
more Operations are simplified and compressed into smaller 
special-purpose machines. Redesign of products for pro- 
duction by presses rather than [by] other manufacturing 
processes may also reduce investment costs since the 
investment in press equipment is usually less than that for 
the equipment used in processes presses replace.” 
(Hearings, pages 567 and 568) 


A vastly greater speed of operations might also result 
in economy in the use of capital. This would be true not 
only of the processing stages but also of the transfer of 
materials which, when automated, eliminates the rela- 
tively slow processes by human hands. A few examples 
of these points must suffice. 


*.. the only productive work accomplished by a press 
occurs when the material is actually being drawn. During 
the remainder of the cycle the press is unproductive. Since, 
due to the nature of the material being worked on, there 
is a maximum speed at which the metal can successfully be 
drawn without injury to the material, increased drawing 
speed is not practical. However, press manufacturers have 
increased the speed of the unproductive part of the cycle 
while retaining the slower maximum drawing speeds. This 
has greatly increased the over-all press cycling speed to 
where fourteen to sixteen stampings per minute may be 
made now, against six to eight formerly. 

“Before this production level arrives, however, material- 
handling difficulties present themselves. The press becomes 
too fast for a human operator to load and unload. Thus 
the practical speed land production) at which these new 
presses are able to operate is limited not by the machine 
itself, but by the loading and unloading time required. 
Various material-handling devices have been created to 
load and unload the presses. In some cases they have not 
been entirely successful; in other instances, they have.” 
(Hearings, page 568) 


The president of the National Machine Tool Builders’ 
Association cited the example of the production of 
automobile valves: 


“Before these [automated] installations were developed, 
the pieces [valves] had to be loaded and moved from 
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Operation to operation by hand. This took time, several 
minutes per piece, and over long production runs these 
minutes add up to hours and days and months. Before this 
kind of installation was available, a maximum of 275 valves 
could be ground in an hour. We can now manufacture 
450 in an hour.” (Hearings, page 592) 


Saving Accrual from Optimum Efficiency 


Another possible source of capital economy in relation 
to output is the possibility, through automatic equip- 
ment (and thus self-regulation), of regulating the com- 
bination of variable proportions of materials so as to 
achieve optimum utilization of materials and equip- 
ment. John Diebold, a student of automation processes 
and their implications, illustrates this point by reference 
to modern technology in a paper-pulp mill: 


“A paper-pulp mill may operate considerably below the 
optimum point for a large part of the time. It will only be 
for a very short period after the regulating devices have 
been manually set that such an operation will make full use 
of the material resources that go into it. With automation, 
it is possible to introduce self-regulating control systems. 
Instead of Operating at optimum, at the best relationship 
of all variables—and in the process industries there may 
be thousands—for only a few minutes of a day, it is going 
to be possible to operate at optimum for most of the day. 
Here, obviously, the introduction of automation is not jus- 
tified by decreases in labor costs; it is justified by increasing 
the utilization of the raw materials." (Hearings, pages 9 
and 10) 


Dr. Vannevar Bush makes the same point: 


,. there are two principal objects whenever one turns 
to the problem of rendering automatic a process that was 
previously manually controlled at many points. The princi- 
pal one of these is, of course, to lower the costs of 
production. But there is a second object .. . to increase 
reliability. . . . the lowering of cost lin a modern oil 
refinery) does not come about primarily in my opinion by 
merely eliminating some of the operating personnel. It 
comes about because a refinery controlled at a central 
place by a group of men who have completely accurate 
and complete information before them at all times of the 
entire status of every unit in the refinery can avoid costly 
errors in operation and can keep the machinery interrelated 
in an optimum manner.’’ (Italics added. Hearings, page 
613) 


An official of the Ford Motor Company has also 
emphasized the possibility through automation of more 
effective utilization of equipment in their engine plant: 


“Where once we had two, four, or six separate 
manually operated machine tools, we now employ a single, 
multipurpose, machine tool. Where in the past we used 
chain hoists and conveyors, requiring considerable manual 
handling of heavy, rough pieces, such parts are now moved 
automatically from machine to machine and are mechani- 
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cally loaded, positioned, and unloaded from the machines. 

"This has resulted in more complete utilization of the 
machine cycles which tends to offset the increased invest- 
ment, and has eliminated many heavy, dangerous, manual, 
handling operations.” (Italics added. Hearings, page 56) 


The Safety Factor 


Making jobs safer, in addition to its social benefits, 
may also be considered a capital-saving feature. This 
follows from the necessity of stopping machine opera- 
tions when an employee has an accident on the job. 
When the frequency of accidents is decreased by as 
much as 60%, which was reported to be the case on the 
cylinder block machining operations at Ford Motor 
Company (Hearings, page 57), this, too, is a factor 
making for significantly fuller utilization of machine 
time. 


Economy in Inventories 


There are two major sources of economy in inven- 
tories relative to output traceable to automation proc- 
esses when this term is expanded to include mass data 
processing by high-speed computers. The latter make 
possible new and more precise information not available 
to management before on the relationship of sales, 
production and inventories at all levels. This enables 
management to reduce investment in inventories and 
avoid interruptions of production owing to lack of 
supplies. 

The other major source of savings stems from the 
greater reliability of automatic machinery. Reduction in 
the scope for human error reduces wastage; and this is 
equivalent to economizing in inventories of materials 
and goods in process. According to Sylvania Electric 
Products: 


“One of the greatest costs in the electronics industry 
is . . . sheer waste, a thing that we call in the industry 
shrinkage. We put dollars’ worth of raw materials into one 
of these big picture tubes and if it isn’t right when this comes 
off the last process, the whole thing goes into the scrap 
BIKE 3.90. 

“The amazing thing is that fully automatic machines 
don't make shrinkage. The machine stops when you put a 
bad part or bad process in, so you tend toward the time 
where every unit that comes off the end of the line, off the 
completely automatic machine, is a good product... . 
This is the elimination of waste.’ (Hearings, page 193) 


Little or no scrap is also claimed as an advantage of 
automatic presses.! 


Lessened Cash Requirements 


There is also the possibility of economizing in the use 
of another component of working capital; namely, cash. 
A sharp reduction in man-hours and inventories per 
unit of output owing to automation processes should 


1 Hearings, p. 568 


lead to reduced cash requirements in relation to output 
for payrolls, the purchase of materials and supplies, 
and for holding finished inventories. 

In short, the features of automation processes affect- 
ing capital requirements are similar to those features of 
previous mechanization that have resulted in a declining 
capital-output ratio. The more recent innovations prob- 
ably are based on a technology that represents a sharper 
departure from the immediate past than did the innova- 
tions of the 1920’s and 1930’s. In this sense, we may be 
justified in referring to current developments in auto- 
matic processing as representing a technological break- 
through. Since this breakthrough promises sizable cost 
reductions, there is strong motivation for a management 
to acquire the new equipment even though its present 
equipment is satisfactory. As long as this process con- 
tinues, one should not expect a continuation of the 
decline in the capital-output ratio. However, once the 
validity of the new technological departure is demon- 
strated and accepted, refinements and improvements 
are introduced that typically are not costly and serve to 
accentuate the capital-saving features of the process. 
One manufacturer of automatic equipment, for ex- 
ample, has reported that his machines 


"have a useful life of five years, after which con- 
tinued technological developments will bring new improve- 
ment in them. The industry is planning on a five-year 
amortization.” (Hearings, page 374) 


A Decline, Then, in the Ratio? 


The near-term future then may be viewed as a race 
between capital expansion incorporating the “‘new tech- 
nology,” which makes for a stable or slowly rising 
capital-output ratio, and the ratio-reducing process of 
capital-saving iunovations that will be imposed upon 
the new technology. The outcome of this race, we 
suspect, would remain a matter of rough judgment even 
if we possessed expert knowledge of industrial technol- 
ogy. Our own inexpert judgment leads us to anticipate 
a resumption of a gradual decline in the capital-output 
ratio in mining and manufacturing when the capital 
expansion of the 1950’s has spent itself, unless some 
strikingly new technology, not now on the horizon, 
should appear. 

DantreL CREAMER 
Dwision of Economic Studies 


Business Bookshelf 


Government and Business—A long-term historical study of the 
relationship of government and business in the United 
States from its “constitutional beginnings” through “‘aissez- 
faire’ to “a mixed economy.” By Howard R. Smith. The 
Ronald Press, New York, 1957, 802 pages. $7.50. 


The New Frontiers of Aging—A collection of articles that apply 
the most recent data and concepts available in exploring the 
many-faceted problem of aging. Edited by Wilma Donahue 
and Clark Tibbitts. The University of Michigan Press, Ann 
Arbor, Michigan, 1957, 209 pages. $5.00. 
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A Text-and-chart Feature 


THE GOLD STORY 


HE balance of payments crisis that existed for 

several foreign nations in 1957 and which mani- 

fested itself in a flow of gold and dollars to the 
United States, turned the other way in 1958. Instead 
of gold and dollars continuing to flow in, the movement 
has been outward. In fact, the outflow has taken on 
such proportions that commentators are now pointing 
to its potential dangers. 

How lasting and how serious is this outflow of gold 
and dollars? Based on half-year figures, the outflow for 
the year 1958 comes to $2.8 billion—the highest since 
1950 when the Korean war encouraged a negative bal- 
ance of as much as $3.7 billion. At the current high 
figure, the United States would not exhaust its gold un- 
committed as backing for domestic monetary require- 
ments (that is, its free gold) for at least three years. 
There is cause for alarm, then, only if the rate of out- 
ward flow should accelerate or if the current rate should 
continue over too long a period. 

One question that can be raised is whether we are 
now feeling the first strong signs of a deterioration in 
our competitive position as a result of our high wages 
and prices. Some support can be found for this point of 
view in the fact that our imports have fallen so far in 
1958 by only about 3% while our exports have fallen by 
about 12%. If the currently feared inflation should 
become a reality, our competitive position may deterior- 
ate even further than it has. 

Closely related to this fact, but still separate, is the 
increased dependence of the United States upon foreign 
sources for raw materials and manufactured items. The 
most notable cases are newsprint, petroleum and iron 
ore, but this development has not been limited to such 
raw materials. Further, it is likely that such a situation 
will worsen rather than improve in the future. 

In manufacturing, there is some indication that more 
domestic enterprises are being established overseas to 
either export to the United States or to supply markets 
in foreign countries. In either case, a potential deteriora- 
tion in our balance of payments on current account is 
involved. What causes this large increase in foreign 
buying power? How do foreign nations increase their 
gold and liquid dollar assets? 


Sources of Foreign Buying Power 


There are only a limited number of ways. One is by 
the sale of goods, services or the earning of income from 
investments in the United States. The amounts paid to 
foreign countries in excess of their needs for similar 
payments to this country can be added to their exchange 
reserves. Other international transactions with the 
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United States, such as investment, disinvestments, and 
the extension of foreign aid also affect such reserves, 
sometimes substantially. The estimated total from such 
transactions was about $12 billion from 1949 through 
1958. 

A second important way is from current gold pro- 
duction or the dishoarding of gold. An increase from 
this source can take place without the United States 
being directly involved. For example, a major share of 
the substantial gold production in South Africa enters 
directly into monetary reserves without the United 
States being directly involved. It is estimated that new 
gold production plus sales of Soviet gold to the Western 
World has added $4.4 billion to official reserves from 
1949 to 1957. Since the gold stock of the United States 
remained almost unchanged, this total represents 
primarily an addition to the other nations of the 
Western World. 


A Change in the Price of Gold? 


Another possibility of increased reserves would stem 
from a change in the price of gold from $35 an ounce to 
some higher figure, perhaps $70 an ounce, a step which 
has been advocated by several nations as an equitable 
measure since all other commodity prices have increased 
substantially since 1933, the last time the price of gold 
was officially changed. So far, the United States has 
resisted successfully any move to change the price of 
gold. Taking such a step would double the volume of 
the foreign exchange reserves that are now held in the 
form of gold. It would have no effect, however, on liquid 
dollar balances, or on the currency of any other nation. 

Other sources of foreign exchange reserves could be 
enumerated but the first two that have already been 
mentioned are the most important in actual practice; 
the third method (that of an increase in the price of 
gold) has been used only rarely. 

Increased attention has been given lately to enlarging 
the resources of the International Monetary Fund. 
While this would not be a means of expanding total 
world foreign exchange reserves, it would centralize 
reserves so they could be deployed where most urgently 
needed. Such a step might serve as an alternative to 
simply increasing the amount of gold and exchange re- 
serves, but its usefulness would still depend upon the 
financial and economic policies of the individual countries. 
Lack of sound financial management within a country 
could quickly exhaust the amount of financial aid it could 
receive from the IMF. 

Frank Gaston 
Division of Consumer Economics 
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ONE of the paradoxical postwar developments has been 
the continued surplus that the United States has incurred in 
its current account (commodity trade, income on investments 
and services) and the concurrent increase that has taken 
place in the gold and liquid dollar assets of most foreign 
countries. 

like most paradoxes, this has an explanation. The current 
account balance, by definition, does not take into consider- 
ation dollars made available on capital account, as well as 
extensive foreign aid in the form of loans and grants that the 
United States has made to the rest of the world. These latter 
items have been more than sufficient to offset the excess 


Foreign nations have, on balance, gained gold and dollars in 
their transactions with the United States, but have used more 
dollars than they have earned on current account 
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expenditures that foreign nations have made for commodities, 
services and the payment of interest and dividends on 
United States overseas investments. 

Actually, our private capital investments, plus the govern- 
mental loan-and-grant program, have enabled foreign na- 
tions not only to increase their exchange reserves (gold and 
liquid dollar assets), but have permitted them, in addition, to 
invest $3.1 billion in long-term investments in this country 
since 1949. Thus, of the $15 billion of gold and short- and 
long-term dollar investments that foreign nations have accu- 
mulated in their transactions with us, slightly more than one 
fifth has taken the form of long-term investments. 

Despite the estimated $2.8-billion out- 
flow in 1958, foreign nations still had 
a deficit on current account: the value 
of our sales of goods and services 
(including unilateral transfers) exceeds 
their sales to us of the same type of 
items. (This deficit was cut to $3.0 bil- 
lion fram the near record-breaking 
$5.8 billion in 1957.) 

Another major factor in the picture is 
an increase of $100 million over 1957 
in our net foreign and private invest- 
ments overseas. Additional dollars 
thus made available have increased 
almost uninterruptedly since 1953. 
Management, both private and public, 
determines the flow of funds. The de- 
cision of private industry to invest or 
not to invest rests in part upon a 
comparison of prices and costs in the 
United States and those abroad. Com- 
paratively high costs in the United 
States might result in an increased 
commodity flow here (with more dol- 
lars flowing out on current account). 
lt might also stimulate manufacturers 
to build factories abroad, thus induc- 
ae yt further outflow on capital 
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Gold and liquid dollar assets have more than tripled OUR balance of payments with the rest of the 
in the past thirty years, but liquid dollar assets now 


world can result in an increase or decrease 
constitute a larger share 


of our gold reserves. Our reserves, however, 
are also related to our domestic require- 
ments. Since 1945, our monetary laws require 
that 25% of the note and deposit liability of 


the Federal Reserve banks must be covered 


by gold certificates. This means that domestic 


TOTAL GOLD 
& LIQUID DOLLAR ASSETS 
OF FOREIGN COUNTRIES 
IN BILLIONS 


economic activity as reflected in our banking 
system involves a commitment of our gold 
reserves. The amount of gold reserves that we 
hold in excess of these requirements is re- 
ferred to as free” gold—"“'free” in the sense 
that they are not required as backing by the 
Federal Reserve banks. 

100 % Our domestic requirements have remained 
virtually unchanged since 1948, and the de- 
cline in our “free” gold is the result largely 
of an outflow of gold via the balance-of- 
payments route. Had our domestic require- 
ments increased in the past ten years, the 
amount of “free’ gold would be consider- 
ably less than the $9.8 billion that we had on 
October 22, 1958. 


SINCE 1948, gold and liquid dollar assets have While domestic monetary requirements have been 
steady over the past ten years the supply of our 


more than doubled, with little change in the com- 
; “free” gold has shrunk 


position of the total. Slightly more than half BILLIONS 
' ; $25 
consists of gold, the remainder consists of bank 


deposits in this country and holdings of govern- AWN 
> ; ilah LN CWS Ss 
20 GOLD CS . 


ment securities. At mid-1958, gold constituted a 


lower percentage of these reserves than it did RESERVES 
in 1928 or 1938. In other words, the increase be \- \\ 
over this thirty-year period has been mostly \N 
additions to liquid dollar assets rather than gold. ~~ NNN 
O 
The preference of foreign nations to keep their 10 SN \ 7 


exchange reserves in dollar balances is quite 
understandable in view of our increased im- 
portance as an importing nation and the easy 


convertibility of the balances into gold if the DSRS ee 
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need should rise. Currently, we account for 


13.8% of world imports. 
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Foreign holdings of United States bank deposits and) <THE substantial additions that foreign nations 


federal government securities now exceed “‘free’”’ gold 
portion of United States gold stock 


BILLIONS 
$15 


FOREIGN LIQUID 
DOLLAR ASSETS 


1928 1938 


made some nations indifferent to whether their 
reserves were in one form or the other. Rumors 
about the possible increase in the dollar price of 
gold, no matter how unfounded, may have aided 
the preference for gold in 1958. The gain from 


such a change could only be realized if reserves 


are held in gold and not in dollar balances. 


©) 


THE adequacy of foreign exchange reserves —» 


can also be viewed from the position of the 
foreign country. A ratio of the gold and 
currencies held as reserves to the imports of 
these countries provides only a partial measure 
of the need of foreign nations, since they, too, 
require some of the assets for backing their 
domestic money supply. Both capital payments 
and payments for travel and transportation 
require foreign exchange, as do payments of 
dividend and interest income earned by Amer- 
While most of the selected 


countries show an up-and-down movement 


ican investors. 


over the period, their 1958 ratio is actually 
higher than in 1928. Special machinery in the 
form of the European Payments Union and the 
International Monetary Fund can be regarded 
as additional sources of liquidity unavailable in 
1928. The relatively high ratio now existing for 
these leading importing nations cannot be con- 
strued as evidence that they desire no addi- 
tional exchange reserves. But a continued 
growth may lead them to consider whether a 


better use might not be made of their assets. 


1948 


have made to their balances since 1948 have 
Hine resulted in their having the ability to wipe out the 
“free” gold that we now have. However, it is 
highly unlikely that they would be inclined to with- 
draw all their liquid dollar assets in the form of 
gold, since they need to maintain some dollar bal- 
ances for working capital. Furthermore, to con- 
vert their dollar balances into gold would mean 
exchanging income-earning assets for assets earn- 
ing no income. Costs of transportation and storage 
1958 of the gold would also have to be met. Recent 
low yields on short-term securities may have 


Ratio of gross foreign exchange reserves fo imports of most 
nations is higher now than it was thirty years ago 
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Fluctuations in Steel Consumed by Metal Fabricators 


1955 1956 1957 1958 


Sources: See table 2 


STEEL PRODUCTION AND CONSUMPTION GAIN 


URNING out higher tonnages at the end of the third 

quarter than at any time this year, the steel industry 
is showing signs of general recovery. Shipments to 
users rose as fabricators continued to use up steel 
inventories. This liquidation rate was running at about 
1.9 million tons for the third quarter, although there was 
some slowing of the process in August and September. 


Table 1: Quarterly Changes in Finished Steel Inventories 
Held by Fabricators 


Not adjusted for seasonal variation 


Quarter Shipments Consumption Inventory Change 
Dt sy eae baa 14,789.5 13,548.4 1,241.1 
1) OSS 13,107.4 13,343.9 — 236.5 
8 beech 11,300.8 12,977.5 —1,676.7 
EV hase 11,197.3 12,708.4 —1,511.1 
1958— I...... 9,160.0 11,632.1 —2,472.1 
Eines 9,385.1 11,015.8 —1,630.7 
TIT pan 9,530.4 11,261.5 —1,731.1 


ieee SE ae. ee ee EE eee 
r Revision of estimate which appeared in The Business Record, August, 1958, p. 339 


p Preliminary 
Sources: Federal Reserve; Bureau of the Census; American Iron and Steel Institute; 
Tur ConFrEgENCE BoarpD 


In the latter month, fabricators were liquidating in- 
ventories at a quarterly rate of 900,000 tons of finished 
steel. This rate contrasted sharply with that in the first 
quarter when 2.5 million tons were consumed from in- 
ventories—the highest rate of liquidation during the 
recession and considerably higher than in any quarter of 
the 1953-1954 recession. During the second quarter of 
1958, inventories were decreased only 1.6 million tons, 
a slackening in run off that partly reflected hedge buying 
against price increases. 


NOVEMBER, 1958 


Shipments of finished steel from mills to fabricators 
climbed, according to preliminary estimates, from about 
9.4 million tons in the second quarter to 9.5 million tons 
in the third quarter. Reflecting very low shipments in 
July, third-quarter deliveries to fabricators still lagged 
16% behind year-ago levels. By late August and Septem- 
ber, however, they were rising somewhat faster than, it 
was indicated, the steel was being used by fabrica- 


Table 2: Steel Consumed by Metal Fabricators 


Index numbers: 1953= 100; seasonally adjusted 


1951 1952 1953 1954 1955 1956 1957 1958 


January... 93 88 101 91 96 104 105 94 
February.. 94 90 102 89 98 102 107 91 


March.... 95 90 103 86 99 101 105 87 
Aprils... 94 88 102 86 100 103 105 82 
May......2. 95 89 104 88 105 97 101 88 
June...... 94 89 103 87 102 97 104 86 
July saree 91 ate 104 85 103 97 102 87 


November. 90 96 93 89 106 103 103 
December... 89 98 88 93 105 106 98 


Sources: Bureau of the Census, Federal Reserve; Tam Conrrrence Boarp 


tors, with the result that there was a marked slowdown 
in the rate of liquidation of fabricators’ steel inventories. 

Steel consumption by fabricators rose in the third 
quarter by nearly 250,000 tons. Steady month-to- 
month improvement throughout the quarter signaled 
the continuance of recovery from an eight-year low in 
April. It was only a start, however. The 11.3 million 
tons of steel consumed in the third quarter was still 
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The Improvement in Steel Fabricators’ Stocks 
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Not adjusted for seasonal variation 


some 370,000 tons below the first-quarter rate partly for 
seasonal reasons. Finished steel output seems to be 
rising even more rapidly than the steel is being shipped 
to fabricators. Roughly 25% of the production is gener- 
ally consumed internally in the way of processed or 
home scrap that is fed back to the furnaces. Total 
tonnage produced, less home scrap and shipment be- 
comes, then, a statistical measure of the change in in- 
ventories held at the mills. Since April, shipments have 
consistently been below this measure of total production 
that is normally available for delivery to finished steel 
consumers. 


Size of Mill Stocks 


A significant factor in the steel situation is the size of 
mill inventories. When mill stocks are large, fabricators 
can buy steel from the mill for immediate delivery, 
without having to maintain much of a backlog of their 
own. This relatively hand-to-mouth system of operation 
was evidently in use during the latter part of the sum- 
mer, according to industry reports. 

Monthly steel production rose by 160,000 tons be- 
tween June and August, during which period demand 
was sparked by purchases made by fabricators as a 
hedge against the expected price increases that actually 
materialized in August. Despite expanding production, 
shipments to fabricating industries fell by 900,000 tons 
between June and August. 

A seasonally adjusted index! of steel consumed by 
metal fabricating industries is shown in the accompany- 
ing table and chart. This consumption index was at 94 


in January, its highest point of the year so far. After 
reaching an eight-year low of 82 in April, the index 
climbed steadily, and in September stood at 92, a gain 
of 11%. Production, by comparison, increased by over 
one third from April to September. 

As the steel industry continues its recovery, the focus 
of inventory questions is shifting from inventories held 
by users to the large mill stocks accumulated over the 
summer. In the absence of a sharp uptrend in consump- 
tion, the existence of substantial mill stocks may tend to 
retard the rise in the industry’s production rate. If a 
sharp uptrend in consumption, particularly in the 
transportation equipment industry, develops in the 
fourth quarter, the absorption of mill stocks by fabrica- 
tors may well be great enough to warrant further 
gain in steel output and utilization of capacity. 


JOHN J. SIMON 
Division of Business Analysis 


1 The index of steel consumed by metal fabricating industries is 
based on the consumption series developed for the calculation of in- 
ventory change. The series uses various metal fabricating components 
of the Federal Reserve’s index of industrial production and converts 
them into actual tonnage with factors derived from data in the 1954 
Census of Manufacturing. The consumption tonnage data have been 
seasonally adjusted and placed on a 1950=100 base. For detailed dis- 
cussion of the method of derivation of the consumption series, see 
The Business Record, March, 1955, page 278; June, 1957, page 258; 
June, 1958, page 228; and August, 1958, page 339 


The Car Market 


(Continued from page 471) 


stimulated by the appearance in force of the imported 
car in the domestic market) may have occurred in 1958. 

Over and above the outlook for net growth in the 
number of cars, there is, of course a substantial replace- 
ment demand for automobiles. The current scrappage 
rate is apparently in the neighborhood of 4 million. 
While this figure may not represent a firm floor for the 
selling rate in recession years, it should certainly be a 
floor in years of recovery. Deferred replacement should 
also be available to the market in 1959. 

These considerations do not lend themselves to any 
precise bracketing of the 1959 sales outlook. However, 
they underlie, either explicitly or implicitly, the mod- 
erate forecast that thus far seems to be the consensus. 
Cyclical recovery in employment and income, together 
with deferred replacement demand, a strong used-car 
market, a small adjustment in the instalment credit 
burden, and at least an average new-model stimulus, 
argue for a substantial expansion in the sales rate. But a 
sales rate in the upper ranges of postwar experience 
seems to be dependent upon more rapid growth in the 
two-car market and a higher rate of automotive credit 
extensions than can yet be treated as probable. 


ABert T. SomMEers 
Dwision of Business Analysis 
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Discretionary Income Rises for First Time Since 1957 
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Quarterly Percentage Changes in Disposable and 
Discretionary Income 


DISPOSABLE 
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1956 “1957 1956 


Seasonally adjusted annual rates 
Sources: Department of Commerce; The Conference Board 


Concept of Discretionary Income 


An explanation of the concept of discretionary 
income and the historical data of the series appear in 
Technical Paper Number Siz, “Discretionary Income.” 
The report gives a detailed description of the various 
components of discretionary income and discretionary 
spending. Annual figures start with 1939 and quarterly 


data from 1946. 

Tables and charts covering fixed commitments, 
essential outlays, discretionary fund, discretionary 
income in constant dollars, and per capita discretion- 
ary income are also presented. 

Copies of the Technical Paper are available to all 
Associates on request, without charge. 
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Discretionary Income Up 


Sharply in the Third Quarter 


RELIMINARY estimates indicate a sharp rise in 

Tue CONFERENCE Boarp’s series on discretionary 
income in the third quarter of 1958. This sensitive 
measure of purchasing power increased by $4.5 billion 
(annual rates), or 4.5%, from the second-quarter rate of 
$99.8 billion. The rise in this series was the first since the 
second quarter of 1957, and the largest quarterly gain 
since the second quarter of 1955. In the third quarter, 
discretionary income recovered over half the decline of 
$7.8 billion that occurred between the second quarter of 
1957 and the second quarter of 1958. 

The rapid recovery in discretionary income is con- 
sistent with what is considered usual behavior during 
an initial phase of business pickup. That is, the recovery 
is proportionately greater than that in disposable in- 
come, since fixed commitments and essential outlays 
increase less rapidly than disposable income. 


Table 1: Disposable Income, Imputed Income, Major Fixed 
Commitments, Essential Outlays, and Discretionary Income, 
1955-1958 by Quarters 


Billions of dollars; seasonally adjusted annual rates 


Year and Disposable Imputed Major Fixed - Essential Discretionary 
Quarter Income Income Commitments Outlays Income 
1953- I.... 250.0 12.5 50.4 95.6 91.5 
Te 25236 12.7 51.3 96.4 92.4 
TT. 253.8 12.9 52.3 98.0 90.6 
EV en 253.8 13.1 53.8 98.2 88.8 
1954- I... 254.6 13.3 55.3 98.6 87.3 
Le 254.8 13.4 55.4 99.5 86.5 
Il... 256.8 13.5 56.3 100.5 86.5 
TVi. 260.9 13.6 57.3 100.3 89.7 
1955- I... 263.8 13.8 58.6 100.5 90.9 
II.. 272.0 13.9 60.4 101.5 96.2 
To Q77.7 14.3 62.3 102.8 98.3 
IV.. 283.0 14.5 64.0 103.1 101.5 
1956- I... 283.1 14.6 64.0 103.3 101.1 
II... 288.8 14.9 66.6 105.2 102.1 
Ii... 992.1 15.4 67.8 107.7 101.2 
IViae 297.2 15.7 69.0 108.2 104.2 
1957— Ir... 300.0 16.2 69.9 108.8 105.1 
Ilr... §©6805.7 16.6 71.0 110.5 107.6 
IlIr. 308.7 17.0 PhAST 112.8 106.2 
IVr. $06.8 17.1 73.0 113.2 103.5 
1958- Ir... 305.0 17.1 72.7 115.5 99.8 
Ilr... 307.5 17.2 73.1 117.4 99.8 
IlIp... 314.0 17.2 74.3 118.2 104.3 
i a eee 
p Preliminary 
r Revised 


Sources: Department of Commerce; Federal Reserve; Institute of Life Insurance; 
Securities and Exchange Commission; Bureau of Labor Statistics; Department of 
Agriculture; Edison Electric Institute; Taz ConrrrENcE Boarp 
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The movement of discretionary income has differed 
considerably from that of disposable personal income! 
throughout the course of the business downturn, and in 
the initial phase of recovery. In the first quarter of 1958, 
disposable income was only 1% below its prerecession 
peak, while discretionary income was off 7%. In the 
third quarter, disposable income was almost 2% higher 
than its prerecession peak, while discretionary income 
was still 3% below its 1957 high. 

Disposable income rose $6.5 billion in the third 
quarter, but less than one third of that total is esti- 
mated to have been absorbed by increases in fixed com- 
mitments and essential outlays. Major fixed commit- 
ments rose by $1.2 billion in the third quarter, owing 
in large part to an increase in mortgage debt repay- 
ments and to somewhat smaller increases in consumer 
instalment debt repayments and net insurance and 
pension payments. 

The rise in essential outlays was only $800 million, 
as a halt in the rise in consumer prices held essential 
food and clothing outlays practically unchanged. House- 
hold utility expenditures accounted for most of the gain 
in essential outlays; the balance of the increase was ow- 
ing to the rising prices of medical services. Third- 
quarter transportation outlays and imputed income 
remained unchanged. 

The discretionary fund (discretionary income plus 
extensions of consumer instalment debt) recovered 
strongly in the third quarter of 1958, after four quarters 
of decline. Three fourths of the increase of $5.8 billion 
(annual rate) between the second and third quarters 
resulted from the expansion in discretionary income; the 
balance of the gain reflected an increase in nonautomo- 
bile instalment debt extensions. 

ALFRED TELLA 
Division of Business Analysis 


1 As measured by the Department of Commerce 


Table 2: Discretionary Income and Discretionary Fund, 
1955-1958, by Quarters 


Billions of dollars; seasonally adjusted annual rates 


Consumer 
Discretionary Instalment Debt 
Year and Quarter Income Extensions Discretionary Fund 
T9550 vers. cere 90.9 37.0 127.9 
Bl ca aweare 96.2 39.0 135.2 
Ua ee aetaleo 98.3 40.3 138.6 
JIM Gaeta mc 101.5 39.9 141.4 
1956- I........ 101.1 39.7 140.8 
UB iyasatteseee 102.1 39.3 141.4 
108 es Serer rc 101.2 39.9 141.1 
IV seiSeete 104.2 41.4 145.6 
1957 eee. oe 105.1 41.6 146.7 
1D Eee ee 107.6 42.2 149.8 
WD sao Se 106.2 42.9 149.1 
LVRee eo 103.5 42.9 146.4 
1958—elr os. tee 99.8 39.7 139.5 
LW pesnrcecreer 99.8 39.2 139.0 
NG eh anc 104.3 40.5 144.8 
p Preliminary 
r Revised 


Sources; Federal Reserve; Tar Conrerencn Boarp 


Mergers and Acquisitions 
(Continued from page 467) 


Acquirer a 
Description and assets in millions 


Cog Minerals Corp. ($2.0) 
(Affiliate of Colorado Oil & Gas Co.) 
Uranium ore producer 

Consolidated Cigar Corp. ($57.5) 
Cigar mfr. 


Cosden Petroleum Corp. ($63.8) 
Petroleum products producer 


Crosby Aeromarine Co. (n.a.) 

(Sub. of Archer-Daniels-Midland Co.) 
Cuban American Oil Co. ($3.6) 

Crude oil and natural gas producer 
Cyanamid of Canada, Ltd. (n.a.) 

(Sub. of American Cyanamid Co.) 


Daystrom, Inc. ($52.7) 
Electronic, electrical and nuclear in- 
struments and home furniture mfr. 
Diebold, Inc. ($11.5) 
Safes, filing equipment, burgiar alarms 
and microfilm equipment mfr. 
Dover Corp. ($19.0) 
Oil well operating equipment, hy- 
draulic lifting devices, gas heating 
equipment and pressure sealing de- 
vices mfr. 
The Drackett Co. ($9.8) 
Household cleansers mfr. 
I. du Pont de Nemours & Co. 
($2,519.4) 
Explosives, dyes, cellophane, nylon 
and chemicals, etc., mfr. 
Robert C. Durham Associates, 
(n.a.) 
Management consultants 


Elderfield Corp. (n.a.) 


Inc. 


Fairchild Camera & Instrument Corp. 
($20.7) 

Aerial cameras, electronic equipment 

and miscellaneous precision devices 


up 
Fields Hotels (n.a.) 
Hotel chain operator 


Food Fair Stores, Inc. ($119.2) 
rg hime at chain operator (Eastern 


Frito Co. ($12.9) 
Snack foods mfr. 

Highway Trailer Industries, Inc. ($.6) 
(Formerly United Profit-Sharing 
Corp.) 

Issues and redeems merchandise pre- 
mium coupcens 

Howard Industries, Inc. ($2.0) 
Fractional horsepower electric mo- 
tors, gasoline power plants and gen- 
erators, electric fans, dynamos and 
heaters mfr. 

Chas. L. Huisking & Co., Inc. (over 

$.5)* 


Mfr. of raw materials for the pharma- 
ceutical industry 

Kismet Industries (n.a.) 

Koehring Co. ($45.7) 
Heavy construction equipment and 
industrial machinery mfr, 


Kroger Co. ($282.6) 
Food store chain operator 


1 Canadian dollars 


Acquired Unit ae 
Description and assets in millions 


California Quicksilver Mines, Inc. ($.3) 
High purity mercury mfr. 


H. Simon & Sons, Ltd. (Canada) ($2.4)! 
(Over 95% of common stock of) 
Cigar mfr. 

Scurlock Oil 
(Crude oil gathering system (West 
Texas) of) (n.a.) 

Midwesterr Industries Corp. 

(Certain assets of) (n.a.) 

Owanah Oil & Development Corp. (n.a.) 
Oil and gas leases and royalties owner 

St. Regis Paper Co. (Canada), Ltd. 
(Panelyte Div. of) (n.a.) 

(Sub. of St. Regis Paper Co.) 

Industrial Gauges Corp. (n.a.) 
Non-contact gauges mfr. 

et eee Ltd. (Canada) 

(n.a. 
Safes mfr. 

Shepard Warner Elevator Co. ($5.0)? 

Geared and vable elevators mfr, 


Judson Dunaway Corp. ($.3)* 
Cleansers and insecticides mfr. 

Cornwell Chemical Co. 
(Sulphuric acid plant of) (n.a.) 


Frederic N. Dodge Co. (n.a.) 
Marketing and merchandising organ- 
ization 

Commercial Filters Corp. 

(W. A. Case Co. div. of) (n.a.) 

(Sub. of Ogden Corp.) 

Wholesale plumbing, heating and 
industrial supply business 

NEA Service, Inc. 
pte of Acme Telectronix Div. of) 
(1.4. 

a and facsimile transmitters 
Er, 


wise d oy Terrace Hotel (Miami, Fla.) 

n.a. 

Biscayne Plaza Hotel (Miami, Fla.) 

n.a.) 

Best Markets, Ine. (n.a.) 

Supermarket chain operator (Eastern 
Pennsylvania and southern New 
Jersey) 

Setzer Super Stores, Inc. (n.a.) 
Supermarket chain operator (North- 
ern Florida and southern Georgia) 

Num Num Potato Chip Co. (over $3.5) 


Highway Trailer Co. (n.a.) 
(Sub. of Trans Continental Indus- 
tries, Inc.) 
Truck bodies and trailers mfr. 


Westinghouse Electric Corp. 
(Certain assets of induction motors 
div. of ) (n.a.) 


Glyco Products Co., Inc. (over $1.0)* 
Mfr. of chemicals for the food, 
plastics and paper industries 


Freeman Products Co. (n.a.) 
Proctor Engineering Co. 
GO% of outstanding common stock 
of) (n.a. 
Plant construction engineering and 
consulting concern 
Wyatt Food gaa Inc. : 
rty-eight supermarkets alias 
and Fort Worth, Texas) of) ey 
Evens Food Biaskshe 
ix supermarkets (Dallas and Fort 
Worth, Texas) of) (n.a.) 


2 Annual sales volume, Moody’s Industrials, August 15, 1958 
$1957 sales, Moody’s Industrials, August 15, 1958 


* Estimated minimum capital from 


facturers, 1958” 


“Thomas’ Register of American Manu- 
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BUSINESS RECORD 


Executives Report: 


A CAUTIOUS TREND TOWARD LEASING 


GRADUAL, but cautious, trend toward leasing 
is evident in the replies of the 221 manufactur- 
ing companies cooperating in this month’s 

survey of business practices. Thirty-one companies 
(14%) report that, relative to their over-all operations, 
they are renting more equipment and facilities than they 
did five years ago, while forty other companies (18%) 
report increased rental activity without designating the 
relationship to over-all business activity. 

Of the remaining 150 companies, 110 have not experi- 
enced any over-all increase in rental activity while seven 
companies report a decrease. The remaining thirty- 
three companies do not specify the trend of rental 
activities. 

Such items as warehouse and plant facilities, automo- 
biles, and trucks contribute substantially to the over-all 
increase in rental volume, with car and truck rentals 
showing the greatest increase in the past five years. 
While production machinery and machine-tool rentals 
show some increase, such items are still a small part of 
the over-all rental volume. The rental of expensive 
office equipment contributes substantially to total 
rental expenditures of cooperating companies, but such 
rentals have for some time been “the custom of the 
industry.” 

While almost a third of the respondents report in- 
creased rental expenditures, they also point out that 
rentals are sometimes not the cheapest way of acquiring 
facilities. However, the financial position of the com- 
pany, possible tax savings and special circumstances 
may make leasing the preferred policy. 

The cautious approach toward rentals is also in 
evidence among the companies that contemplate selling 
their products by means of rental plans. Typically, the 
vice-president of sales for an industrial machinery com- 
pany writes: 


‘We are not seriously considering manufacturing our 
products for lease, either now or in the future. However, we 
are not rigidly opposed to such a practice, and we should be 
openminded to it if it appeared to have definite advantages 
in increasing our company’s sales and profits.” 


But ten out of 127 companies that have rentable 
products are currently giving consideration to the possi- 
bilities of sale through rental schemes while thirty of the 
127 companies already offer products on a rental basis. 


GENERAL ADVANTAGES OF LEASING 


Most of the 221 manufacturing companies repre- 
sented in the survey believe that the primary purpose of 
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leasing needed equipment or facilities is to conserve or 
stretch working capital. Such an opinion is expressed by 
the controller of an industrial machinery company, who 
says: “Volumes have been written setting forth the pros 
and cons on ‘lease versus buy,’ taking into account the 
income-tax aspects, present worth of future dollars, 
depreciation, interest, return on investment, etc. But, 
primarily, it is a matter of availability of cash.” 
However, some companies, in a good cash position, 
still favor equipment and facility rentals because they: 


¢ Provide convenience and flexibility 

¢ Provide for short-term use 

¢ Help avoid the danger of obsolescence 

¢ Avoid the necessity of selling equipment and facilities 
no longer wanted 

e Eliminate service and maintenance problems 

* Offer tax advantages under certain conditions 


Additional advantages of building rentals are that they: 


¢ Provide a means of securing a desirable location that 
may not be available for purchase 

¢ Facilitate a move when a presently desirable site 
deteriorates 

¢ Provide temporary facilities when eventual consolida- 
tion of plants is contemplated 

e Reduce insurance problems 


DETERRENTS TO LEASING ACTIVITY 


Cooperating executives report three general deter- 
rents to the growth of rental practices; namely, (1) the 
relative high cost; (2) improved depreciation allowances 
on owned property; and (3) the uncertainty of potential 
tax benefits under certain lease agreements. 


Cost of Rentals 


Rentals are rarely justified on a cost basis as most 
lessors increase their prices as a safeguard against the 
hazards and additional expenses of selling through lease 
arrangements. But nonfinancial benefits such as avoid- 
ance of service problems and obsolescence compensate 
for the higher cost, according to many respondents. 

Referring to the relative cost of leasing versus pur- 
chase, the treasurer of a construction materials company 
writes: “In general, we believe that so long as we have 
adequate working capital, we can show a better return 
after taxes on our operations by ownership rather than 
by renting. This point has been conceded to us in 
several instances by strong advocates of leasing who 
have submitted proposals to us and investigated our 
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procedures.” A vice-president of a motor vehicles com- 
pany writes in the same vein: “Leasing costs are expen- 
sive, and cannot be justified if a company is in a sound 
cash position.” 

However, exceptions are noted by some respondents 
who find isolated instances (usually buildings) where a 
favorable rental cost proved less expensive than out- 
right purchase. Furthermore, some companies believe 
that in the case of automobiles renting is less costly than 
outright purchase. 


Depreciation and Taxes 


Depreciation and tax decisions are interrelated deter- 
rents to the expansion of leasing programs. Some 
respondents emphasize the depreciation aspects while 
others discuss the problem from the tax point of view. 
The president of a metalworking machinery manufac- 
turer, in reviewing the prospects for expansion of 
machine-tool rentals, has this to say: 


“Our government is gradually and at long last taking a 
more enlightened attitude toward depreciation allowances. 
The present tax laws are still a long way from the most de- 
sirable depreciation allowances, but they have been im- 
proved over the past few years. As the tax laws allow more 
intelligent depreciation schedules they reduce, correspond- 
ingly, the incentives for leasing of capital equipment.” 


Some respondents support the practice of selling a 
property and leasing it back as a means of achieving a 
tax advantage where the rental payments result in 
heavier tax deductions than is obtained through de- 
preciation on the owned property. But an economist for 
a food company warns that “the advantage of the new 
depreciation methods allowed by the Bureau of Internal 
Revenue (1.e., sum-of-the-years’ digits and declining 
balance resulting in the retention of working capital 
during the earlier years of the investment) should be 
taken into consideration before any lease agreement is 
entered into.” 

In addition, rental programs that claim tax advan- 
tages for the lessee may lead to disappointments, ac- 
cording to the president of a furniture company: 


“Generally speaking, we have not found it practical to 
lease equipment (other than tabulating and computing 
machines), largely because we are advised by our counsel 
and accountants that such agreements as have been offered 
to us would not stand up under the income tax law. Further- 
more, rolling equipment such as trucks and automobiles 
may be depreciated fast enough to offset almost any advan- 
tage to be gained from the lease agreement.” 


Finally, the tax advantage depends on the rental cost, 
according to other survey participants, because “leasing 
of facilities makes good sense when working capital is 
short and the carrying charges are not too high. Other- 
wise, it is less costly to borrow the money for outright 
purchase, because the residual value of the equipment 
is lost in a lease contract that would stand up under the 
income tax laws.” 


On the selling side, some respondents write that cur- 
rent tax legislation has discouraged them from trying to 
promote the sale of equipment by means of rental plans. 
In one case, a machine-tool company which was leasing 
its products several years ago as a means of meeting 
competition discovered from experience, according to a 
company executive, that “the lessees apparently ex- 
pected to be able to treat the rental payments as current 
expenses and then acquire the machines at a nominal 
price at the end of the lease period. Such treatment was 
ruled out by the Internal Revenue Service and since 
that time,” he reports, “we have found very little 
interest in leases.” 

Similar difficulties are reported by a few companies 
that have attempted to offer industrial equipment for 
rent. Interest of potential customers has been tempered 
by the difficulty of writing leases under which the rental 
payments would be allowed as deductible expenses for 
income-tax payments. The arrangement of a satisfac- 
tory lease is especially difficult for specialized equip- 
ment, according to one manufacturer, because “It may 
be questionable whether so-called rents in the case of 
specialized equipment, of a life, say, of at least fifteen 
years, built to a customer’s specifications and ‘leased’ on 
a five- , six- , or eight-year term, would pass unchal- 
lenged as deductible costs to the lessee.” 


State Laws a Factor 


State, as well as federal tax laws, may also affect the 
desirability of leasing programs, according to this sur- 
vey. For example, an oil executive reports on the influ- 
ence of state laws as follows: ““You may find a lower 
ratio of manufacturing equipment leases in Ohio as 
compared with other states because Ohio’s personal 
property tax laws require assessment of leased machin- 
ery at 70% of value in the hands of a lessor compared 
witn 50% of value in the hands of an owner using such 
machinery directly in his own operation. Also, in many 
instances, a 3% sales tax is imposed on machine rental 
payments. While these Ohio taxes de not prohibit lease 
arrangements, they do enhance the economic attractive- 
ness of purchase as compared with leasing.”’ 


ATTITUDE TOWARD RENTAL SALES PLANS 


Thirty of the 127 cooperating companies that have 
rentable products offer some form of rental sales promo- 
tion. Of these thirty companies, two thirds do not 
expect any great change in activity relative to over-all 
sales volume, while the remaining third expect increased 
sales from rental promotions. 

Eighty of the ninety-seven companies without a 
rental sales promotion plan do not expect to start such a 
program in the near future, while ten companies say 
they “may in the future” or “are currently considering 
such a program for some items.’ The remaining seven 
do not specify. Ninety-four (43%) of the 221 participat- 
ing companies believe that their products are not suited 
to rental offerings. 
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Respondents are therefore divided among those that 
(1) have no intention of providing a rental program; (2) 
are willing to offer a plan if customers demand it; (3) 
have a plan but give it little emphasis; and (4) intend to 
make rentals a bigger part of their business income. 


Products Not Suitable 


Many of the ninety-four companies which feel that 
their products could not be distributed on a rental basis 
report that their products are either consumed directly 
or become a part of some other company’s product. 
Typically, the vice-president of a furniture and fixture 
company writes: “We do not offer any of our company’s 
products for lease rather than sale, the reason probably 
being that, since our products enter into the construction 
or remodeling of buildings, the leasing of such individual 
items seems not to be practiced. We are not planning to 
offer our company’s products for lease as there seems to 
be no demand and we do not see how a practical lease 
could be worked out.” 

Furthermore, the nature of some products makes 
rental pricing difficult, according to the president of a 
specialized industrial machinery company, who says: 
“We have discussed the policy of leasing our products 
but feel that it would not be met graciously by our 
customers and that it would be very difficult to estab- 
lish a price based on performance. We doubt whether we 
will further consider the matter.” 

Another deterrent to rental programs is the low unit 
price of many products. According to some respondents, 
the purchase has to represent a sizable investment be- 
fore customers will consider rentals. However, one com- 
pany leases truck tires to large users on a mileage-used 
basis. 

Also, some cooperators hesitate to offer rental pro- 
grams on products that may have a limited salvage or 
re-rental value. 


Some Are Watching Customer Interest 


On the other hand, the general publicity concerning 
the increased interest in leasing causes ten respondents 
to leave the door open as far as future rental sales pro- 
grams are concerned. While such companies have never 
offered rental promotions, they express a willingness to 
do so if needed by their customers. Several companies 
are currently investigating the possibility of offering 
certain machines and machine tools for lease, and a 
chemical company reports serious consideration of an 
arrangement whereby certain types of expensive heavy 
equipment would be offered for lease with a conditional 
purchase agreement. 

The tendency of certain industries or products (such 
as tabulating equipment) to favor rental plans causes 
some companies to reconsider their no-rental practice in 
order to meet competition. As a result, a textile-mill 
machinery company is considering offering equipment 
on a lease basis, while an industrial machinery company 
writes that it is “seriously considering the different pro- 
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grams available today for leasing material handling 
equipment or complete conveyer systems, since there 
seems to be some need for the sale of our product on 
these kinds of terms.” 

Some other companies, while not anticipating any 
widespread resort to rental promotions, report having 
one or two items of equipment that might lend them- 
selves to such a possibility. 


Rental Programs with Little Activity 


Nine respondents say that they have some form of 
rental promotion but that such programs are a rela- 
tively insignificant part of their over-all business vol- 
ume. Four such companies sell general industrial equip- 
ment, two sell metalworking machines, one sells elec- 
trical appliances, and two sell instrument and control 
apparatus. 

For the most part, these companies attribute their 
lack of rental promotions to the cautious approach of 
both vendor and customer. Some vendors have not 
emphasized rental offerings because their customers 
have generally preferred to buyrather than lease. Further- 
more, some vendors, unused to the idea of offering 
rentals, consider the practice only as an accommodation 
to the customer or as a means of helping him deal with 
a peak load problem. 

Two companies say that the lack of rental activity 
reflects the strong financial position of their customers. 
For example, a vice-president of a metalworking ma- 
chine company writes: ““We have had a lease arrange- 
ment for our drilling machines available for some time, 
but have actually leased only two units over the past 
three and one half years. Probably the reason for our 
lack of success with this plan is that most of our equip- 
ment is used in relatively large production facilities, 
where the companies seem to prefer to purchase outright 
rather than lease.” 

Similarly, the president of a general industrial ma- 
chinery company says: “We do offer our line of electric 
industrial trucks on a lease basis. We also lease the 
batteries and chargers required for these trucks. This 
policy was adopted about four years ago to meet com- 
petition. Actually, relatively little use has been made of 
this method of selling, as few customers request it. Most 
of our customers are AAA1 companies easily able to 
finance their own equipment, a fact which probably 
accounts for their general lack of interest in leasing.” 


Others Anticipate Growth in Rental Programs 


Ten reporting companies believe that leasing will 
grow in their industry and they expect to participate in 
the practice. Three of these companies manufacture 
office equipment, four make specialized industrial equip- 
ment, two make metalworking machinery and one, 
aircraft. 

Office equipment companies report a notable trend in 
recent years toward leasing, especially for higher cost 
units. But one company that has always offered rentals 
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on relatively low-cost items reports that no great in- 
crease is anticipated in relation to total business. The 
aircraft company reports that the expanded use of busi- 
ness airplanes will result in increased rental income. 

Some respondents believe that customers would not 
welcome a rental program on specialized equipment. 
But one cooperator, who offers gauging equipment ex- 
clusively for rent with good results, says: 


“If the product were sold to the customer, it would be 
priced out of reach of many small precision shops, so we feel 
that the leasing arrangement will give us a much better 
marketing basis. This arrangement has worked out satisfac- 
torily for the past two and one-half years, and we expect 
that the market for these products will expand materially 
in the future.” 


Another company reports that machine-tool leasing 
appears to be very profitable and a considerable sales 
aid; however, “the program requires a considerable 
amount of capital.” 

A company making textile machinery offers equip- 
ment on a lease basis providing the amount exceeds 
$100,000. Leases are all standard and for a term of five 
years, with an option to buy at fair market value. 
According to the company president: 


“There is no doubt in my mind that the lease has helped 
us from many angles. Those mills which have leased ma- 
chinery from us would not have purchased machinery at 
the time; the lease, therefore, gave us that amount of addi- 
tional business. The fact that we have a lease to offer our 
customers has been helpful in closing certain business on a 
cash basis, business which we feel otherwise might not have 
been taken at the time.” 


Leasing of railroad maintenance equipment is also 
gaining in popularity, according to the president of one 
company, who writes: 


“For the past five years we have offered our company’s 
products for lease as well as for sale. Our primary reasons for 
entering the leasing field have been the repeated requests on 
the part of our customers and the fact that our competition 
was beginning to do the same thing. Until this year, when 
railroad operating revenues were down, only a small per- 
centage of our product was leased rather than sold. There 
was a bulge in our leasing operations this year and it ap- 
pears that this level of operation may become constant or 
trend upward.” 


IMPORTANCE OF SERVICE 


Rental programs have special merit for the manufac- 
turer when his products require constant and skilled 
servicing. Such advantages are mentioned specifically in 
the case of office equipment and gauging equipment. 
The president of a company manufacturing specialized 
equipment also believes that leasing is the proper 
method for marketing complicated products. He says: 
“We do not look on ourselves as selling a piece of equip- 
ment; we are providing a service.”’ He adds, “There is no 


Table 1: Items Rented or Acquired Through Leasing as 
Reported by 221 Cooperating Companies 
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Real Estate 

Branch sales offices 
Manufacturing space 
Office space 

Retail locations 
Warehouse space 


Other Facilities 

Airplane hangars 
Government facilities 
Pipe lines 

Retail outlets 

Rights of way 
Service contracts 


Equipment 

Air conditioning 
Airplanes 

Autos and trucks 

Bottle capping machines 
Business machines 
Canning machines 
Construction equipment 
Dispensing equipment 
Fire trucks 


Generators 
Lift trucks 
Machine tools 
Material handling 
equipment 
Office equipment 
Packaging machinery 
Precision gauging 
equipment 
Railroad maintenance 
equipment 
Railroad tank cars 
Riveters and stitchers 
Road tar distributors 
Sewing machines 
Shoe machinery 
Special textile machinery 
Sprinkler system 


Standard metalworking 
machinery 


Strapping machines 

Tankers and marine 
equipment 

Tires 

Trailers 


obligation in our lease requiring us to supply old ma- 
chines with new improvements developed for new 
machines. Nonetheless we recently made available to 
our lessees, at no charge, improvement parts for their 
machines which, if purchased, would have cost them 
$1 million.” 


USE OF LEASING COMPANIES 


A few survey participants prefer to stay out of the 
direct leasing business by offering their products for 
rent through a leasing company. Such companies feel 
that leasing presents a whole new set of problems which 
can be handled better by renting specialists. Further- 
more, the use of leasing companies avoids a heavy cash 
burden, a factor of special interest to smaller companies. 

An additional advantage, according to some respond- 
ents, is the wide market area covered by some leasing 
agencies, as well as their ability to provide installation 
and maintenance service from local service depots. 

One company does not expect that the use of leasing 
companies will materially increase business but thinks it 
may help finance sales in isolated cases. 


A Rental Promotion for Dealers 


A manufacturer of furniture and fixtures strives to 
promote the rental idea among his dealers through an 
office equipment lease plan. The plan is sponsored by the 
local dealers and the manufacturer takes no part except 
to provide lease promotion material. 

Under this program any type of office equipment can 
be rented for a desired period of time. In the case of 
prolonged rental periods the lease can be canceled on 
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thirty days’ written notice. Rentals are based on annual 
rates payable quarterly and subject to any taxes which 
may be applicable. Annual rental rates are based on 3% 
per month of the list price of the equipment leased for 
the first year, 214% per month for the second year, 
114% per month for the third year, and 3% per year for 
all ensuing years. 

The lease specifies that equipment is to be used at the 
locations and on the premises covered by the agreement. 
Title to the equipment remains with the lessor. 

The lessee has no liability beyond return of the 
equipment in good condition, reasonable wear allowed. 
Insurable damage or losses‘are covered by the lessor; the 
lessee is liable for uninsurable losses or damage up to the 
depreciated value of the equipment. The lessor renders 
repair or maintenance service to the lessee, charging 
current rates for such services. 


WHAT IS RENTED 


Office machines, warehouse space, manufacturing 
space and automobiles are the items most frequently 
rented, according to survey participants. 

Of the forty rented items shown in table 1, auto- 
mobiles and trucks represent the greatest change in 
favor of rental versus purchase during the past five 
years, with a slight increase in the rental of tools, 
industrial machinery and office buildings. 


PROS AND CONS FOR RENTING 


While most all survey participants agree on the 
advantages of renting office machines, they hold diver- 
gent views concerning the practicality of renting or 
leasing other items. Furthermore, certain rental prac- 
tices are often conditioned by the existence of special 
circumstances, such as in the case of a manufacturer of 
industrial machinery whose president says: ““We rent 
warehousing facilities simply to meet peak loads that we 
are unable to accommodate in our own space. If we 
build at some future date, such warehousing rental will 
be discontinued.” 


Office Equipment 


Expensive office equipment is the rented item most 
frequently mentioned by cooperating companies be- 
cause such equipment has been predominantly leased 
for years. Tabulating machines and computers represent 
the bulk of such rentals, but the treasurer of a chemical 
company writes that they “also lease several other 
pieces of office equipment when the purchase price is 
high and we feel the obsolescence factor is important.” 

The rental popularity of tabulating equipment stems 
from the years during which such equipment could only 
be rented. But even though such equipment can now be 
purchased, most customers prefer to continue their 
rental program. Fear of technological obsolescence is the 
main reason for rental preference. Some participants 
think leasing on an annual basis will better enable them 
to keep pace with the rapid improvements characteristic 
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of the industry. Respondents point out other rental 
advantages too, such as (1) flexibility in changing types 
of equipment; (2) avoidance of maintenance problems; 
(3) elimination of the disposal problem if equipment is 
no longer needed; (4) allowance of rentals as a tax 
deduction; and (5) conservation of working capital for 
other purposes. 

Some machine customers say that purchase prices of 
tabulating equipment and computers fail to provide a 
good return on investment and that purchase is offered 
only as a means of complying with the law. But even 
when purchase prices look attractive they are out- 
weighed by other circumstances, according to an oil 
executive who writes: 


“In several cases, purchase terms compared with rental 
rates made ownership somewhat attractive, but flexibility 
of rental, complex machine maintenance problems, obso- 
lescence of equipment, and procedure revisions were in- 
tangible and important considerations favoring rental.” 


Warehouse Space 


Next to office equipment the most frequently rented 
item is that of warehouse space, according to this 
survey. Seventy-three companies report the use of some 
leased warehouse facilities. However, increased use of 
rented warehouses is mostly a result of increased 
business activity rather than of a trend toward the 
rental of a larger portion of total warehousing needs. 

While a few companies rent all their warehouse space, 
most survey participants use a combination of both 
rental and ownership. The vice-president of an indus- 
trial machinery company has this to say about his 
company’s warehousing program: 


‘‘We have a mixed policy in respect to warehouses, own- 
ing our own land and buildings in key areas, and leasing in 
those which are not so directly related to our plans for future 
expansion or growth in a specific area. For example, in two 
cities our company has made a very substantial investment 
in warehouse facilities, whereas in another we are leasing our 
facilities. We feel that our judgment ten years hence will be 
considerably better than it is at this time, and by means of 
this arrangement we can then determine whether we should 
own warehouses and land at the latter point.” 


Reasons for Rental. Cooperators mention eleven reasons in 
favor of renting some warehouse facilities; namely, that 
the practice: 


¢ Conserves working capital 

* Provides flexibility of location 

¢ Provides a more desirable location that could not be 
purchased 

¢ Takes care of seasonal peak loads 

e Permits warehousing small volumes in locations that 
would not support company warehouses 

* Provides better service to customers by permitting more 
regional facilities 


498 


e Avoids ownership problems in remote areas 

¢ Provides temporary facilities 

¢ Solves lack of company-owned land where company 
doesn't wish to buy for warehousing 

¢ Provides receiving and shipping staffs 


¢ Facilitates disposal—it is easier to sublet a building 
than to sell it 


Degree of Rental Activity. The majority of respondents that 
rent warehouse facilities are following about the same 
rental pattern in relation to their volume of business as 
they did five years ago. But a few companies indicate a 
growing popularity of rentals. Geographical expansion 
of company operations has contributed to this popu- 
larity by creating such problems as the need for desir- 
able locations, for limited storage facilities and for on- 
the-spot service for customers. Some cooperating execu- 
tives say that leasing is a better answer to these prob- 
lems and avoids unwarranted heavy investments in 
scattered warehouse facilities. 


The Cost Angle. Cooperating companies were aboutequally 
divided in their opinion as to whether leasing or pur- 
chasing of warehouse space is most economical. Many 
respondents agree that, on the average, rental is more 
expensive per square foot than ownership, but that 
rental may still be more economical because of the 
influence of other factors such as temporary or limited 
needs or cost of capital. Therefore, when respondents 
say that rental or purchase is more economical, their 
opinions are conditioned by their own company’s 
circumstances. 

The president of a steel mill writes: “Our decision to 
lease or purchase warehouse buildings hinges on the use 
and cost of money. We can earn more on money 
invested in our steelmaking facilities than we can when 
invested in warehouse buildings.” The president adds 
that, contrary to former years, the cost of money on a 
lease basis is now higher than the cost of bank loans; as a 
result: “‘we now buy more frequently than we lease.” 

Other respondents think that company funds can be 
more profitably employed in productive enterprise; as 
evidenced by the remarks of a construction materials 
company executive who writes: 


“A warehouse built according to our requirements and 
specifications represents an investment of about $200,000. 
We have a total of six warehouses, which would represent an 
investment of well over a million dollars if we had purchased 
them. This would equal about 10% of our total investment 
in plant, and it was considered good policy to apply our own 
funds to the construction of production facilities.” 


But a food manufacturer says: “We usually, although 
not invariably, find leasing to be more expensive. How- 
ever, despite the higher cost, the need for flexibility or 
the size of the operation may result in leasing.” 

Other companies enjoy particularly favorable leasing 
arrangements in specific instances and are renting for a 


lower cost than could possibly be obtained under owner- 
ship. One company states that “rental costs have not 
yet reached the point where it will be more economical 
to build and own our own storage.” 


Plant Facilities 


Twenty-six of the 221 participating companies report 
some leased manufacturing facilities, with over half of 
these companies making greater use of rented facilities 
than five years ago. Fifteen of the twenty-six companies 
favor long-range plant rentals while the remaining 
eleven companies regard them as a temporary measure. 

But some companies with long rental experience say 
that plant facilities might be purchased if their produc- 
tion requirements should ever become stabilized. For 
example, the treasurer of a refrigeration equipment 
company discusses the requirements problem as follows: 
“We rent all the factory buildings in which our opera- 
tions are conducted, and have done so over the past 
fifteen years. The reason for this policy has been 
chronic uncertainty as to our long-range needs for 
building facilities—location as well as size and type. 
This has been a period of rapid growth and change for 
us, during which we preferred the greater flexibility 
afforded by renting our real estate facilities.” 


Reasons for Plant Lease. While a few companies think that 
some plant rentals are cheaper than ownership, most of 
the twenty-six companies give other reasons for their 
leasing practices, such as: 


¢ Uncertainty as to long-range needs 

¢ Provision for short-term projects 

¢ Temporary facilities pending construction 

¢ Preparation for plant relocation 

* Lack of floor space in company-owned plant 

¢ Attractive lease agreement 

¢ Provision for military or defense production 

* lease with attractive features offered on community- 
sponsored plant 

* Conservation of working capital 

* Avoidance of property taxes 

* Means of obtaining more modern buildings in mandatory 
locations 

¢ Lease inherited as part of an acquisition 


Community Facilities Encourage Leasing. Four companies at- 
tribute their plant rentals to attractive lease agreements 
on community-sponsored plants. Such leases have merit, 
according to a president of a textile company, who says: 
“We rent a complete plant in one of the southern 
states. This plant was erected by the local authorities 
under the provisions of a state law making such action 
possible, and is leased to us for manufacturing purposes. 
The fact that the plant was put up by local initiative 
causes the community involved to take a definite inter- 
est in the plant and in the operations carried on there. 
Such an interest has a considerable bearing on the 
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smooth running of a manufacturing plant in a district of 
relatively smail population.” 


Office Leasing 


Most office leasing is confined to branch sales offices 
according to respondents. The advantages of leasing 
branch office areas are typically expressed by the 
president of a hardware company who explains why his 
company leases thirty-four out of forty-three branch 
locations: 


“We prefer to lease in a majority of cases for the obvious 
reason that it does not tie up our working capital. In addi- 
tion, traffic and business patterns in various cities that are 
quite frequently good locations for us today may not be 
good ones for us ten years from now. Our experience has 
indicated that with the best of care and selection, a given 
location is good for about fifteen years. Also, particularly 
in the smaller cities, our business is subject to considerable 
growth, and from time to time we must increase the size of 
our premises. Therefore, we feel that leasing in the majority 
of instances gives us greater flexibility of operation.” 


On the other hand, an office equipment manufac- 
turer with many branch offices says that “there has 
been, during the last five years, a slight trend towards 
more company ownership, particularly in the larger 
cities.” 


More Auto and Truck Leasing 


The past five years has seen a definite trend from 
ownership to rental of automobiles. Seventy-two of the 
221 survey participants rent some cars or trucks. The 
growing popularity of automobile rentals comes from a 
desire to avoid the problem of fleet administration and 
maintenance. Furthermore, respondents say that car 
rental conserves working capital, keeps the fleet modern 
and in good repair, and provides greater flexibility. In 
addition, “such ownership,” says a chemical company 
executive, “might subject us to income and franchise 
taxes in many states where otherwise we could not be 
classified as doing business.”’ Another executive answers 
by questioning: “Why should we be in the automobile 
business when we can retain practically all the advan- 
tages that we had under direct ownership?” 


Cost Picture Looks Favorable. Some companies report that, 
based on recent studies, automobile rentals are justified 
on a cost basis alone. ‘““We had always owned the auto- 
mobiles until two years ago,” states one of these firms, 
‘when, after careful examination of financial details, we 
decided that renting was less expensive in view of the 
capital requirements involved in operating approxi- 
mately 200 automobiles. As a result, we are renting 
much more equipment than we did five years ago.” 
Some other companies say that they have found, 
upon analysis, that it is less expensive for the company 
to rent automobiles than it is either to buy them for the 
| salesmen or to pay mileage to the salesmen for the use 
| of their cars. A few other companies find that a heavy 
| travel schedule makes rentals cheaper than mileage 
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allowances. “Most of our sales people average 14,000 
miles per year,” writes a steel company executive, 
“which is close to the break-even point of rental versus 
an 8 cents a mile reimbursement.” 


Some Think Not. Six companies made cost studies with 
different results, as evidenced by the treasurer of a 
textile-mill products company, who writes: ““You may 
be interested to note that we own our salesmen’s auto- 
mobiles rather than rent them. This policy was based 
on a study of the relative cost and returns to the com- 
pany of the two alternatives.” 

Similarly, a chemical company executive says: ‘While 
one department has leased automobiles for salesmen, 
this department intends to purchase cars as soon as the 
lease expires because it regards leasing as more expen- 
sive than ownership after allowing for the return on the 
capital investment.” 

A food company reports a trend away from car 
leasing because “in the competitive automobile market 
of today we can buy cars to good advantage, which was 
the principal edge enjoyed by the leasing outfits. In so 
far as interest is concerned, we borrow at the prime 
rate, so it must inevitably cost us less to use our own 
funds. It is also our feeling that the leasing companies 
have profited from the capital gains resulting from the 
sale of cars for a price above their depreciated values. 
We can do the same on our own.” 


Leasing on Behalf of Salesmen. A steel company reports 
that salesmen’s cars are not leased by the company, but 
arrangements have been made whereby salesmen can 
lease their own cars. The president says: 


“Tt has been our company policy for salesmen to own 
their own automobiles, and they are reimbursed on a mile- 
age basis for company use. But five or six years ago this 
company entered into a leasing agreement on behalf of the 
salesmen, and today the vast majority of the salesmen are 
taking advantage of it. However, the decision is left to each 
salesman.” 


The company finds that many of their younger and 
newer salesmen are not financially able to buy a car 
(or a second car) and leasing seems to fit into the 
family budget much better than purchasing. The com- 
pany likes the leasing arrangement because it obviates 
the need for salesmen to borrow money from the com- 
pany to purchase cars. It also avoids the embarrassment 
of finding that salesmen have not properly conserved 
their mileage allowance in order to be able to replace a 
car when it is worn out. 


Truck Leasing. Truck leasing is on the increase too, ac- 
cording to some respondents. For example, a steel mill 
reports that all regular trucks, including trailers, are 
now leased; and a wood products company reports that 
all tractors and trailers are leased from local garages and 
truck dealers for long-haul trucking. 

Conservation of working capital and avoidance of 
maintenance are the principal reasons given for truck 
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rentals. One company says that service for both ingoing 
and outgoing shipments has been improved. Another 
company leases trucks and station wagons at branch 
locations “‘as a matter of convenience only,” while a 
petroleum company rents heavy automotive equipment 
for relatively short periods in anticipation of possible 
purchase “in order to determine applicability to need.” 

But a paper products company states that lease ar- 
rangements on some vehicles, initiated for capital sav- 
ings and tax considerations, are now considered less 
desirable and are being minimized. 

One company reports an unusual arrangement. The 
company purchased some tractors used in long-haul 
work, sold them to a garage owner, and is being paid 
on a per-mile used basis. 


Tank Car Leasing 


Chemical companies report a slight increase in rental 
as compared with the purchase of tank cars in order to 
(1) conserve working capital; (2) provide flexibility for 
changing requirements; and (3) maintain a more mod- 
ern tank car fleet. 

Specially designed tank cars can be rented, according 
to one chemical company, but such cars are usually 
leased for a five-year or ten-year period, with certain 
cancelation privileges. 


Production Machines and Machine Tools 


About 10% of cooperating companies report the rental 
of production machines or machine tools. In most cases, 
the rented equipment is of a specialized nature and 
applies to a specific industry; for example, the shoe 
industry rents special shoe machinery. 

A few respondents report an increased use of machine 
and machine-tool rentals as a means of solving special 
problems. Such respondents say that machine rentals 
have certain general advantages that apply to any kind 
of rental practice such as conservation of working 
capital, provisions for short-term projects and peak 
loads, and avoidance of technological obsolescence. In 
the absence of such considerations, these companies act 
on the basis of relative cost advantages. 

Few cooperating executives commented on the cost 
advantage of rented production equipment, but rental 
of machinery is more costly than ownership according to 
two companies that have been forced to rent certain 
equipment not previously offered for sale. Now that 
purchase privileges are available, these companies plan 
to own most of their equipment. On the other hand, an 
apparel manufacturer, in referring to certain special 
machinery, says that “‘it’s cheaper to lease. Relative to 
over-all operations we are renting more equipment than 
we did five years ago.” 


Conclusion 


The over-all expenditures for rented equipment and 
facilities are increasing. But whether a particular item 
should be rented is an individual company decision 


based on the particular circumstances. According to the 
vice-president of an oil company: 


“Relative to over-all operations, substantially more 
equipment and facilities are rented now than was the case 
five years ago. . . . once we have taken the position that 
long-term leasing is really a form of hiring capital then we 
can only conclude that leasing should be viewed on the 
basis of its relative merit as compared with other forms of 
raising capital. Since in most cases such leases would in- 
volve, in effect, higher interest costs than direct borrowing, 
as well as the surrender of residual values and ultimate loss 
of control of the property, we feel that the justification for 
entering into long-term lease commitments should require 
that sufficient important nonfinancial advantages exist to 
outweigh the financial disadvantages of employing the 


leasing route.” 
sd Cari G. BAUMES 


G. Cuark THOMPSON 
Division of Business Practices 


Mergers and 


Acquisitions 


(Continued from page 492) 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Lees Bros., Inc. (n.a.) 
Supermarket chain operator (San 
Francisco, California) 


Lennen & Newell, Inc. (n.a.) 
Advertising agency 
Liggett Drug Co., Inc. (n.a.) 
(Sub. of Rexall Drug Co.) 
Retail drug store chain operator 
| 
| 


Lincoln Printing Co. (Illinois) (n.a.) 
(Sub. of Lincoln Printing Co.) 
Financial, public utility and com- 
mercial printing 

Lucky Stores, Inc. ($25.9) 
Supermarket chain operator (Cali- 
fornia) 

Maclean-Hunter Publishing Corp.(n.a.) 
Trade paper publisher 


Mayfair Packing Co. (n.a.) 


J. Ray McDermott & Co., Inc. (369.6) 
aeons drilling platforms construc- 
ion 

National Food Stores, Inc. (n.a.) 
(Sub. of National Tea Co.) 
Food store chain 

National Gypsum Co. ($174.9) 
Buiiding materials mfr. 


National Terminale & Refrigeration 


orp. (n.a. 
(Sub. of National Terminals Corp.) 
New Bedford Cordage Co. ($1.2) 
Manila and sisal cordage and syn- 
thetic ropes and twines mfr. 
North Western-Hanna Fuel Co. (n.a.) 
Sort of Consolidation Coal Co.) 
oal docks and coal yards operator 
Pasotex Pipe Line Co. (n.a.) 
(Sub. of Standard Oil Co. of Cali- 
fornia) 
Pipe line systems operator 
Pet Milk Co, ($62.4) 
Dairy products mfr. 


Petrolane Gas Service, Inc. ($7.5) 
Liquefied petroleum gas distributor 


be ge Miracle Markets, Ine. 
n.a.) 
Supermarket chain operator (Cali- 
fornia) 
C. L. Miller Co. (n.a.) 
Advertising st 
Touchton Drug Co. (n.a.) 
Drugstore chain A or Florida) 


Madison Drug Co. (n.a.) 
Drugstore chain operator (Tampa, 
Florida) 

M. L. Franklin Co., Ine. (n.a.) 
Offset printing 


Hiram’s, Ine. ($25.0)! 
Food store chain operator (California) 


ae ip Printer and Lithographer” 


a.) 
ubiizched by Moore Publishing Co.) 
Trade paper 
Rosenberg Bros. & Co. 
ae. fruit and nut business of) 


(sb. “a Consolidated Foods Corp.) 
Sere Allen, Gay & Taylor, Ine. 
na.) 
Pipeline construction 
eee Market Basket Stores, Inc. 


Food: AY te chain (Kalamazoo, Mich.) 
Ame) Encaustic Tiling Co., Ine. 
Ceramic tile mfr. 
Fairmont Foods Co. 
on storage warehouse of) (over 
Wall Rope Works, Inc. (over $1.0)* 
Hard fiber cordage, oakum, rope, 
twine and jute products mfr. 
Arthur Kuesel Coal Co. (n.a.) 


Gulf Refining Co. 
(Crude oil gathering system in West 
Texas of) (n. 
(Sub. of Gull Oil Corp.) 

Greenwood Pasteurizing Plant, Inc, 


(n.a.) 
Fluid milk products distributor 
Calor Gas Service, Inc. ($2.1)3 
Liquefied petroleum gas distributor 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1958” 


1 Annual sales, Moody’s Industrials, August 22, 1958 
2 Purchase price, Moody’s Industrials, August 22, 1958 
31957 sales volume, Standard Corporation News, “August 11, 1958 
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Selected Business Indicators 


Chartbook ; 
Folio* Series ae 1957 


September 


Septemberp}| August 


Industrial production 


Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities 


Consumer prices 
All items (NICB) 
Food (NICB).... 


Prices received and paid by farmers 
Prices received 
Prices paid! 
Parity ratio? 


Employment and unemployment (Census)? 
Total labor force 


Civilian employment 
Nonfarm employment 
Unemployment 


1947-49=100 S 
1947-49=100 S 
1947-49=100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953 = 100 
1953=100 
1947-49 = 100 
1947-49 = 100 


1910-14=100 
1910-14=100 
1910-14=100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons 


Nonfarm employment (BLS) 
Total Thousand persons S 
Employees in manufacturing Thousand persons S 
Employees in nonmanufacturing Thousand persons S 
Production workeis in durables manufacturing Thousand persons S 
Production workers in nondurables manufacturing. .| Thousand persons S 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


750,552 
715,326 
735,226 
r 6,378 
r 5,158 


Dollars 
Dollars 
Dollars 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Dollars 
Dollars 
Dollars 


Personal income 
Billion dollars S A 
Billion dollars S A 


22 


| 
: 


Instalment credit 
Extensions 
Repayments 
Instalment credit outstanding 


New construction 


Total private 

Private nonfarm residential 
Business sales and inventories 

Total inventories 

Total sales 

Manufacturing inventories 

Manufacturing sales 

Retail inventories 

Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


Durables mfg.: Sales and inventories 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 
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Billion dollars S A 


Million dollars S 
Million dollars S 
Million dollars 


Million dollars S A 
Million dollars S A 
Million dollars S A 


Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 


Million dollars S 
Million dofeae S 


Million dollars S 
Million dollars S 


Million dollars S 
Million Gellars SS 


Million dollars S 
Million dollars S 
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721,466 
714,028 


r 


1.53 


Selected Business Indicators (Continued) 


Chartbook 


Folio* Series 


Merchandise exports and imports 
Exports® 
Imports 


Million dollars 
Million dollars 


1958 1957 


September 


September p August 


1,6776 
1,042b 


Merchandise export surplus (incl. grant-aid shipments)| Million dollars a. 6355 


Federal budget receipts and expenditures 
Defense expenditures? 
For quarterly data see below 
Money supply and turnover 
Privately held money supply® 
Total demand deposits adjusted and currency 


Investments! 

Borrowings!® 11 

Excess reserves! 

Commercial, industrial and farm loans!? 


Diffusion index 
Industrial production 
Diffusion index 
Diffusion index, cumulative 


Eight sensitive business indicators 
Residential building contracts 
Commercial and industrial building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Chartbook 


: Series 
Folio* 


Gross national product 
2 Total 
Change in business inventories 
Final demand! 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
Net profits 


Dividend payments. sn. cea cece se ee saveed foo Rtas 


Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit!4 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue ConreRENcE Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet; National Bureau of Economic Research. 

_1 Includes interest, taxes and wages. ? Prices received divided by prices paid. * Be- 
ginning May 1956, data based on $30-area sample. 4 Excludes personal contributions 
to social security, included in components. 5 Includes wages and salaries and “other 
labor income.” 6 Includes grant-aid shipments. 7 Military functions of the Defense 
Department. § Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. 9 Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1 All member banks, 


Billion dollars 
Billion dollars S 
TS 


Million dollars 
Million dollars 


80,608 
58,707 


Million dollars : 396 


Million dollars 
Million dollars 


—295 
32,334 


Shel sige Ph S 144 


Thous. sq. ft. fl. sp. SR 
Thous. sq. ft. fl. sp. SR 
Million dollars S 


' —1.83 
ths : ; “i, 38.46 


106,672 
33,235 
13,1606 


131,377 
32,809 
TAL ,SAZ 


Hours S$ 39. 39.5 39.8 
1947-49 = 100 ; 86.6 87.3 


Number S$ 


47.92 
13,014 
1,318 


48.17 
12,113 
1,214 


Quarterp 


Billion dollars S 440. 
Billion dollars S 
Billion dollars S 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
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Million dollars 
Million dollars 
Million dollars 
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0 From Federal Reserve Banks. 12 Weekly reporting member banks. 13 Gross national 
product, less planes in business inventories. “ For fiscal year beginning J 1, S- 
seasonally adjusted. A—annual rate. R-Revised series, first shown in Ovtcber usiness 
Record, also appear in Fifth Edition of Chartbook. a-anticipated. For the IV Quarter of 
1958, anticipated outlays are: Total, 31.02; Manufacturing, 11.86; and Nonmanu- 
facturing, 19.16. b-August, 1957 for monthly data; IL Quarter 1957 for uarterly data. 
p-preliminary. r-revised. * End-of-month inventory, divided by sales during the 
month. + Debits (annual rate) divided by deposits. +} Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.Not available. “ Chart- 
book of Current Business Trends, (Fifth Edition), Tan ConFERENCE Boaxrp, 1958, 
Copies available to Board Associates on request 
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_., Acquirer 
Description and assets in millions 


Pierce Industries, Inc. ($6.8) 
Mechanical governors, automatic 
chokes, jet engine and missile com- 
ponents and die castings mfr. 

Posner Zabin Loewy Stempel, Inc.(n.a. 
(Formed by merger of) : a) 
Advertising agency 


eee 


Quaker Oats Co. ($160.6) 
Cereal products, feeds, flour and 
ready mixes mfr. 
Quality Park Box Co., Ine. (n.a.) 
(Sub. of Brown & Bigelow) 
ach paper boxes and paper tubes 
r. 


Rap-In-Wax Paper Co. (over $.3)* 
Flexible packaging materials con- 
verter 

Rexall Drug Co. ($97.1) 

Drug store merchandise mfr. and 
distributor 

Robbins & Myers, Inc. ($17.4) 
Electric motors, fans, generators and 
other electrical equipment mfr. 

Rockwell Mfg. Co. ($85.7) 

Meters, valves, small tools: and ma- 
chinery mfr. 


Safeway Stores, Inc. ($397.8) 
Food store chain operator 


Schlage Lock Co. ($13.8) 

Locks, door closers and builders hard- 
ware mfr. 

Seabrook Farms Co. ($16.1) 
Quick-frozen fruits and vegetables 
processor 

Simpson Logging Co. (over $1.0)* 

Fir lumber mfr. 


Snellenburgs (n.a.) 
Store chain (Philadelphia, Pa.) 


Solar Aircraft Co. ($33.3) 
Jet engine components and aircraft 
and missile parts mfr. 


Soss Mfg. Co. ($3.3) 
Hinges mfr. 
A. E. Staley Mfg. Co. ($80.9) 
Corn and soybean products mfr. 
Standard Packaging Corp. ($22.2) 
Products to package and preserve 
foodstuffs mfr. 
Steiner Tissue Mills, Inc. (n.a.) 
(Sub. cf American Linen Supply Co.) 


Sterling Drug, Inc. ($152.8) | 
Medicinal and pharmaceutical prod- 
ucts, pigments and dyestuffs mfr. 

Stratton & Terstegge Co. ($8.1) 
Stokers, oil burners, minnow buckets 
and fireplace fixtures mfr. and whole- 
sale hardware business 

Suburban Gas Service, Inc. ($9.1) 
Liquefied petroleum gas distributor 


Sunset International Petroleum Corp. 
$19.4 


Crude oil producer and gasoline 
refiner 


eee Equipment Corp. (over 
Office equipment and library shelving 
mfr, 


Technicolor, Inc. ($21.7 


Motion picture color processor 


Mergers and Acquisitions 


(Continued from page 500) 
Ign ee 


_ , Acquired Unit 
Description and Assets in Millions 


— St ae Moulding Corp. (over 


Die castings, plastic boxes, and toys 
mfr. 


Posner-Zabin Advertising (n.a.) 
Advertising agency 


Loewy Stempel Advertising Co., Inc. 
na. 
Advertising agency 
Warrior River Feed Mill 
(Poultry and hog feed mfg. facilities 
of) (n.a.) 
Heywood Mfg. Co. (n.a.) 


United States Packaging Corp. (n.a.) 
Roll stock and pouches for vacuum 
and non-vacuum packaging mfr. 

Chemtrol Co. (n.a.) 

Plastic non-corrosive valves mfr. 


Trade Wind Motorfans, Inc. (over $.3)* 
Blowers, fans, coolers and ventilators 
rs 


Automatic Voting Machine Corp. 
($13.0) 


(82.2% of common stock of) 
Voting machines mfr. 
Thriftway Stores, Inc. (n.a.) 
Food store chain operator (Central 
Iowa) 


California Lock Co. (n.a.) 


Bateman Frozen Foods Co. (n.a.) 
Packer of frozen fruits and vegetables 


Georgia-Pacific Corp. 
NRA see plant ‘Olveni Wash.) of) 
n.d. 


M. E. Blatt (n.a.) 
Repirement store (Atlantic City, 


Electronic Systems Development Corp. 


n.d. 
Missile and aircraft electronic sys- 
tems developer 

Newbury Mfg. Co. (over $.3)* 

Pipe fittings mfr. 

Hipolite Co. (over $.1)* 
Marshmallow cream mfr. 

Eastern Corp. ($33.9 , 

Writing papers and sulphite pulp mfr. 


Allied-Albany Paper Corp. ; 
(Property, plant, equipment and in- 
ventories of) (7.a.) 

(Sub. of Allied Paper Corp.) 
Newsprint, lightweight groundwood, 
catalogue and rotogravure papers 
mnfr. 

House of Huston (n.a.) 

Household pet products mfr. 


Sheffield Mfg. Co. (over $.1)* 
Fireplace fixtures mfr. 


Woodward Hardware Co. (n.a.) 


Redi-Gas Co. ($1.8)! “we 
Liquefied petroleum gas distributor 
American Eagle Corp. 
(Crude oil producing wells of) (ap- 
prox. $.9)? 


Universal Steel Equipment Corp. (over 
$.1 


Revolving bins, steel shelving and 
wall bulletin boards mfr. 

Warner Bros. Pictures, Inc. 
(Film laboratories, buildings and 
equipment in Burbank, California 
and Brooklyn, N. Y. of) (n.a.) 


# Estimated minimum capital from “Thomas’ Register of American Manu- 


facturer, 1958’’ 


1 Purchase price, Moody’s Industrials, September 5, 1958 
2 Barcbase price. The New York Times, August 20, 1958 


NOVEMBER, 1958 


“ae Acquirer 
Description and Assets in Millions 


So Ae Corp. of America (over 


Clinical and weather thermometers 

mfr. 

Thompson Products, Inc. ($197.8) 
Industrial components, assemblies 
and sub-systems mfr. 

Toledo Desk & Fixture Co. (n.a.) 
(Formerly Emery Machine Co.) 


Union Carbide Corp. ($1,456.4) 

Alloys, metals, carbon and chemical 
products, industrial gases and equip- 
ment, plastics and nuclear and con- 
sumer products mfr. 

United Artists Corp. ($74.0) 
Distributor of motion pictures 

Van Waters & Rogers, Inc. ($23.4) 
Distributor of industrial chemicals, 
and upholstery, scientific and agricul- 
tural supplies, etc. 

Wallace Silversmiths, Inc. (over $1.0)* 
Sterling silver and stainless steel 
tableware mfr. 

Wasco Chemical Co. (n.a.) 

Plastic domes and acrylic plastics mfr. 


Charles J. Webb & Sons Co. (n.a.) 


Welbilt Corp. ($13.2) 
Gas and electric ranges and air con- 
ditioning units mfr. 
Wentz Markets (n.a.) 
Supermarket chain (California) 
Wheeling Steel Corp. ($284.1) 
Pig iron, steel and steel products mfr. 


Zeckendorf Hotels Corp. (n.a.) 
(Sub. of Webb & Knapp, Inc.) 
Hotel chain operator 
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Acquired Unit 
Description and Assets in Millions 


Kimble Glass Co. 
(Automotive div., hydrometer div. 
and thermometer div. of) on 
(Sub. of Owens-Illinois Glass Co.) 

Federal Industries, Inc. ($1.2) 
Transmission and power steering 
pumps mfr. 

Crane Co. 
ee Desk & Fixture Co. div. of) 
N.G. 

Globe Mining Co. (n.a.) 
Uranium producer 


Lopert Films, Ine, (n.a.) 
Distributor of foreign motion pictures 
Marshall & Moore, Ine, (n.a.) 
Upholstery supply jobbers 


Tuttle Silver Co., Inc. (over $.1)* 
Silver tableware mfr. 


Tru-Scale, Inc. 
(Over 80% of stock of) (n.a.) 
Polyester resin impregnated glass 
fabric and Fiberglas boats mfr. 
Hampton Looms of Virginia (over $.3)* 
Woolen goods mfr. 
Consolidated Industries, Inc. ($.6) 
Gas fired furnaces and gas conversion 
burners mfr. 
Kilpatric Markets ee) 
Supermarket chain (California) 
Alan Wood Steel Co. . 
oe steel nail-making facilities of) 
n.d. 
Hotel Commodore (n.a.) 
2,000 room hotel (New York City) 


Announcements of 
Mergers and Acquisitions 
September 11, 1958—October 10, 19581 


Acquirer 
Description and Assets in Millions 


Adam ea Industries, Inc. 


($7.1) 
Watchbands and insulated wire mfr. 
and beverage bottler 
Airtex Products, Inc. ($4.4) 
Automotive replacement parts and 
accessories mfr. 


American Agricultural Chemical Co. 


$66. p 
Fertilizer and chemicals mfr. 
American Duralite Corp. (n.a.) 
(Formed by merger of) 
Aluminum building products mfr. 


aee 


American Meter Co. ($21.3) 
Gas meters and regulators mfr. 
Aro Equipment Corp. ($10.6) 
Aircraft equipment, oxygen regula- 
tors, lubricating equipment and 
pneumatic tools mfr. 
Baker-Perkins, Inc. (over $1.0)* 
Food and chemical machinery mfr. 
Baldwin Rubber Co. ($10.0) 
Rubber automobile floor mats and 
mechanical and extruded rubber 


Acquired Unit j 
Description and Assets in Millions 


Tire Mart, Inc. (n.a.) i 
Automobile and truck tires and ac- 
cessories distributor 


Soule Mill Corp. (over $1.0)* 
Cotton goods mfr. 


Knoxville Fertilizer Co. 
(All physical assets of) (n.a.) 


Duralite Window Corp. (n.a.) 


Bennel, Inc. (n.a.) 
Penn-Michigan Mfg. Corp. | 

(Knox Metal Products Div. of) (n.a.) 
Buffalo Meter Co. ($4.5)2 

Liquid meters mfr. 


Firewel Co. (over $.3)* 
Aircraft equipment mfr. 


Petersen Oven Co. (over $1.0)* 
Bakers’ ovens mfr. 

Peninsular Rubber Co. (over $.1)* 
(Plant and equipment of) 
Dipped rubber products mfr. 


parts mfr, 
* Estimated minimum capital from “'Thomas’ Register of American Manu- 


facturers, 1958’’ 


1See The Conference Board Business Record, November, 1957, for sources 


and methods used 


2 Purchase price, New York Herald Tribune, October 9, 1958 
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Acquirer me 
Description and Assets in Millions 


Baltimore Paint & Chemical Corp. 


(Controlled by American Dryer Corp.) 
House paints, enamels, varnishes and 
industrial finishes mfr. 


Chadbourn Gotham, Inc, ($15.5) 
Women’s hosiery and lingerie and 
men’s hose mfr. 

Cherry-Burrell Corp. ($22.0) | 
Dairy, food, farm and chemical ma- 
chinery and supplies mfr. 

Chesebrough-Pond’s, Inc. ($32.1). 
Medicinals, toiletries and cosmetics 
mfr. 

Keith Clark, Inc. (over $.1)* 

Desk calendars mfr. 

Clark & Bobertz, Inc. (n.a.) 

Advertising agency 


Scasidated Metal Products Corp. 


($3. 
Electric heating and _ ventilating 
systems and pneumatic door operat- 
ing equipment for railroad cars and 
dental equipment mfr. 
Corn Products Co. ($287.4)! 
(Formed by merger of) 


Crane Carrier Industries, Inc. ($6.5) 
Elevators and lifting devices mfr. 


Crosley Broadcasting Corp. (n.a.) 
(Sub. of Avco Mfg. Corp.) 
Radio and television stations operator 
Cunningham Drug Stores, Inc. ($24.3) 
Drug store chain operator 


Davies, Mitchell & Voorhies, Inc. (n.a.) 
(Formed by merger of) 
Advertising agency 


Divco-Wayne Corp. ($14.2) 
School buses, funeral cars and other 
vehicles mfr. 

Dixie Products, Ine. (n.a.) 
Gas ranges and heaters mfr. 


Doner & Peck, Ine. (n.a.) 
(Formed by merger of) 
Advertising agency 


Dunhill International, Inc. ($3.8) 
Smokers’ supplies and gift items dis- 
tributor 


Fawcett Publications, Inc. (n.a.) 
Magazine publisher 


Fieldcrest Mills, Inc. (over $1.0)* 
(Affiliate of Amoskeag Co.) 
Rugs, sheets, blankets, etc., mfr. 
Food Fair Stores, Inc. ($119.2) 
aueee oe chain operator (Eastern 


Foster International Corp. (n.a.) 
(Affiliate of L. B. Foster Co.) 


Fox Head Brewing Co. ($2.4) 
Brewery operator 


Mergers and Acquisitions (Continued) 


Acquired Unit are 
Description and Assets in Millions 


Baltimore, Paint & Color Works, Inc 
(over $1.0)* 
Paints mfr. 


Murphy Paint Corp. (n.a.) 

(Affiliate of Baltimore, Paint & Color 
Works, Inc.) 

Calvert-Mount Winans Co. (n.a.) 
(Affiliate of Baltimore, Paint & Color 
Works, Inc.) 

Calverton Chemical Corp. (n.a.) 
(Affiliate of Baltimore, Paint & Color 
Works, Inc.) 

Colorex Products Corp. (n.a.) 
(Affiliate of Baltimore, Paint & Color 
Works, Inc.) 

California Hosiery Co. 

(Plant facilities and organization of) 
(n.a.) 
Samuel Olson Mfg. Co. (over $.5)* 
Covers and elevating machinery 
r 
Vick Chemical Co. 
(All cosmetic interests of) (n.a.) 


Wilson Jones Co. 
(Defiance Calendar Div. of) (n.a.) 
Lee Donnelley Co. (n.a.) 
Advertising agency 
John B. Hickox, Inc. (n.a.) 
Advertising agency 
Waldale Research Co. (n.a.) 
os strain-measuring devices 
mfr, 


Corn Products Refining Co. ($230.1) 
Gorn refiner and starch, syrup, sugar, 
oil and feed mfr. 

Best Foods, Inc. ($57.3) 

Food specialties, shoe polishes and 
household fabric dyes mfr. 

Crane Carrier (Canada), Ltd. (n.a.) 
Specialized vehicles for construction 
industry mfr. 


Midwest Transit Advertising, Inc. 


n.d. 
Transit advertising agency 
Kinsel Drug Co. ($2.4) 
(81.2% of outstanding stock of) 
Drug store chain operator 
W. Robert Mitchell, Inc. (n.a.) 
Advertising agency 


J. Voorhies Advertising, Inc, (n.a.) 
Advertising agency 

Gruen Watch Co. 
(Electronics div. of) ($1.5)? 


Food Giant Markets, Inc. 
Magic Chef div. of) (n.a.) 
as ranges and heaters mfr. 
Peck Advertising Agency, Inc. (n.a.) 
Advertising agency 


W. B. Doner & Co. (n.a.) 
Advertising agency 

John Middleton, Inc. 
(Two retail tobacco stores (Philadel- 
phia, Pa.) of) (n.a.) 

“Woman’s Day” (n.a.) 
(Owned by Great Atlantic & Pacific 
Tea Co.) 
Monthly supermarket-distributed 
magazine 

Nye-Wait Co. (over $.1)* 
Nylon and wool rugs and carpets mfr. 


Grand Union Co, 
(Bapsrneee (Richmond, Va.) of) 
n.d. 


James M. Motley & Co., Inc. (over $.1)* 
Railroad accessories and mining 
equipment supplier 

Weber Waukesha Brewing Co. (n.a.) 
Brewer 


1 Pro-forma combined balance sheet, Moody’s Industrials, September 2, 1958 
* Purchase price, The Wall Street Journal, September 17, 1988 ; 


Acquirer — =) 
Description and Assets in Millions 


Fram Corp. ($13.9) | 
Oil filtration equipment, carburetor 
air filters and replacement cartridges 
mfr. 

General Mills, Inc. ($221.8) : 
Flour miller, packaged foods and ani- 
mal feeds, etc., mfr. 


“Goldenarea Times Herald and Union 
Gazette”’ (n.a.) 
(Formed by merger of) 
Newspaper 


Gould-National Batteries, Inc. ($39.6) 
Storage batteries and small electric 
trucks mfr. 


Great Western Oil & Gas Co. (n.a.) 


Guild, Bascom & Bonfigli, Inc. (n.c.) 
Advertising agency 


Hertz Corp. ($101.5) 
Automobile and truck rental concern 


Hevi-Duty Electric Co. ($7.0) 
Electric resistance type industrial 
and laboratory furnaces, transform- 
ers, regulators, meter sockets and 
meter testing equipment mfr. 
Hewlett-Packard Co. ($14.5) 
Soha measuring instruments 
rr: 


Hialand Development Corp. (n.a.) 


Holiday Inns of America ($3.0) 
Motel chain operator 


Howe Sound Co. ($36.4) 
Nonferrous metals producer 


Hussmann Refrigerator Co. ($24.4) 
Refrigerators, food store equipment 
and aircraft components mfr. 


Indeperdent Television Corp. (n.a.} 


International Rectifier Corp. ($3.8) 
Rectifiers, diodes and photoelectric 
cells mfr. 

Japan Food Corp. (n.a.) 

(Formed by merger of) 


Jersey Bolt & Spike Corp. (over $.5)* 
Heavy construction hardware, bolts, 
rods, spikes, etc., mfr. 

Lennen & Newell, Inc. (n.a.) 
Advertising agency 

Litton Industries, Inc. ($55.1) 
Electronic components, equipment 
and systems and office business ma- 
chines mfr, 


Marquardt Aircraft Co. ($17.7) 
Ramjet engines, engine power con- 
trols and turbojet afterburners mfr. 


McGraw-Hdison Co. ($147.7) 
Electrical appliances and devices mfr. 


[To be concluded in December issue] 


Acquired Untt ive 
Description and Assets in Millions 


aa ical Sl sich ed AE te NE, 
Donaldson Co., Ltd. (Canada) (n.a.) 
Carburetor air filters mfr. 


Spratt’s Patent (America), Lid. (over 
$1.0) 


(Assets of) 
(Sub. of Spratt’s Patent, Ltd. (Eng- 
land)] ae ‘ 
Dog foods, medicines and appliances 
mnfr, 
“The Middletown (N. Y.) Times 
Herald” (.a.) 
Newspaper 


“The Port Jervis (N. Y.) Union Gazette” 
(n.a.) 
Newspsper 
White Machine Works (n.a.) 
Engine and compressor parts mfr. 


Gillett & Eaton, Inc. (over $.5)* 
Engine and compressor parts mfr. 

Seminole Oil & Gas Corp. 
(Nine producing oil and gas wells 
(Okla.) of) (n.a.) 

Richard D. Crisp & Associates (n.a.) 
Marketing consultant 

Gulfstream Motors, Inc. (n.a.) 
Car rental agency 

J. P. Layden, Inc. (n.a.) 
Car rental agency 

Sunshine State Driv-Ur-Self, Inc. (n.a.) 
Car rental agency 

Baker-Perkins, Inc. : f 
(Stroman Furnace & Engineering Co. 
sub. of Petersen Oven Co. of) (n.a.) 
Electric furnace mfr. 


F. L. Moseley Co. (over $.1)* 
(80% of outstanding stock of) 
ieoeonaas and electronic equipment 
mfr. 
Consolidated Amusement Co., 
(Hawaii) ($5.4) 
Theatre chain operator (Hawaii) 
El Sombrero (Miami Beach, Fla.) (n.a.) 
56-unit motel 
Austenal, Inc. (over $.3)* 
Castings, dental specialties and sur- 
gical appliances mfr. 
Duro Consolidated, Inc. (n.a.) 
Metal shelving units mfr. 


Ltd. 


Television Programs of America ($13.5)! 
Television properties owner 


Geer Machine Works, Inc. (n.a.) 


Modern Food Products Co. (n.a.) 
Food importer 
Pacific Mutual Sales, Inc. (n.a.) 
Food importer 
Modern Import Co. (n.a.) 
Food importer 
Pacific Trading Co. (n.a.) 
Food importer 
Flannery Bolt Co. (n.a.) 
Stay bolts for steam locomotives mfr. 


Buchanan & Co. (n.a.) 
Advertising agency 


Westrex Corp. (n.a.) 
(Sub. of Western Electric Co.) 
(Controlled by American Telephone 
& Telegraph Co.) 
International distributor and servicer 
of electronic and communications 
products 


American Machine & Foundry Co. 


(Associated Missile Products Co. Div. 
of) (n.a.) 


Electronic equipment mfr, 
Union Asbestos & Rubber Co. 

(Coldmobile Div. of) (n.a.) 

Refrigeration units mfr, 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1958’’ 


1 Purchase price, The New York Times, September 16, 1958 


BUSINESS RECORD» 


’ 


peaking of Mergers and Acquisitions 
Why not look into the Board’s 


* CONCENTRATION MEASURES: 
USES AND ABUSES 


. a series of talks, edited for publication, by specialists 
he field and published as number fifty-seven in studies 


business economics. Subjects and contributors include: 


Senate Antitrust Subcommittee Report 
Jesse J. Friedman 

Views of Independent Economists 
M. A. Adelman 
Jesse W. Markham 


Business Views 


G. Robert Detlefsen 


Economic Patterns in Merger Cases 


(reprinted from The Business Record, May, 1957) 


ciates may obtain additional copies of this study at 
A each 


lso to the point are these important contributions 
ought to Associates through the medium of The 
usiness Record: 


Antitrust Polarity: The Two Du Pont Decisions (July, 1957) 
_ Antitrust Fulcrum: The Subpoena Decision (August, 1957) 


Concentration Ratios: Mechanics and Meaning 
(November, 1957) 


Mergers in the European Coal and Steel Community 
(February, 1958) 


Competitive Pricing: The Standard of Indiana Decision 
(May, 1958) 


few copies of these issues are still in stock from which 
ders from Associates will be filled as long as supply lasts. 


For a number of reasons it is well to keep your copies of 

e Business Record on file. Each January issue carries an 
dex for the preceding year. And, for your convenience, the 
pard can supply, at the nominal price of $3.60, binders with 
ume of publication on cover, for handy filing.) 


In the November 
Management Record 


The Christmas Bonus—The Board's annual survey of 
Christmas bonuses in 110 companies again shows their staying 
power. Who gets the bonus and the various formulas used 


for computing it are carefully examined. 


Executive Death Benefits—n all the forty pilot-study com- 
panies surveyed here, executives are covered by group life 
insurance—the most common fringe benefit. However, other 
sources of income are also available to an executive's 
widow in many of these companies; and they too are analyzed 


in this article. 


Avoiding Pitfalls in Conference Leading—lf a prob- 
lem-solving group is to achieve its goal of getting the thinking 
and ideas of all group members, the leader must not dominate 
the group. This article outlines seven pitfalls he should avoid 


if he is to attain this objective. 


Vacations for Exempt Supervisors—How do super- 
visors in factory and office fare in terms of length of vacation 
and vacation pay? Are they better off than the rank-and-file 
people they supervise? This Board survey examines vacation 


practices in 363 companies to get answers fo these questions. 


The NLRB Overhauls Its Contract Bar Doctrine 
—What happens when a union splits apart and as a result a 
company is faced with two separate sets of bargaining 
agents? Does an existing contract bar a new representation 
election? This article examines the NLRB's recently over- 
hauled contract bar doctrine to throw some light on these 


complicated matters. 
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